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Annual Meeting, 1932
Plans for the 1932 annual meeting of the 
American Institute of Accountants at Kansas 
City, Missouri, October 18th and 19th, are al­
ready in progress.
Members of council of the Institute have 
been canvassed for suggestions of topics which 
might be discussed at the meeting, and from 
the replies which have already been received 
it appears that an extremely interesting and in­
formative programme will be arranged.
The Missouri Society of Certified Public Ac­
countants has offered its cooperation in ar­
rangements for the meeting, and the Institute's 
committee on meetings, consisting of David B. 
Peter, chairman, J. D. M. Crockett and J. 
Gordon Steele, is engaged in outlining plans 
for the entertainment of members and guests.
It is expected that the selection of Kansas 
City as the meeting place will afford account­
ants in the southern, southwestern and mid- 
western sections an opportunity to attend an 
annual meeting of the Institute without undue 
inconvenience. At the same time the central 
location of Kansas City makes it accessible from 
other sections in which large numbers of ac­
countants are in practice.
Confirmations by Closed Banks
Early in January the Institute was informed 
by a member that certain national bank ex­
aminers, temporarily in charge of closed banks 
pending appointment of receivers, had declined 
to confirm deposits and loans in response to 
the customary requests of accountants.
The Institute, through its counsel, took up the 
matter with the office of the comptroller of the 
currency at Washington and was advised that 
there appeared to be no reason why an exam­
iner should not give such information to audi­
tors who are properly authorized by depositors 
to receive it.
Book Shop and Mail-order Service
In consonance with the Institute’s increased 
activity in the field of publication, the execu­
tive committee has authorized establishment of 
a book shop for the sale of texts on accounting 
and related subjects produced by all publishers. 
In conjunction with the book shop a mail-order 
service will be conducted, through which mem­
bers of the Institute may be supplied with all 
technical books. All publications will be sold 
at regular list prices. Prepayments will not 
be required of members and associates of 
the Institute. Orders will be executed promptly 
and bills will follow shipment. Accountants 
other than members or associates will be re- 
quired to make payment prior to shipment.
It is expected that the new plan will stimu­
late the sale of the Institute’s publications and 
at the same time will constitute a valuable ser­
vice to members, particularly to those to whom 
technical book stores are not readily available. 
Instead of communicating direct with the sev­
eral publishers of certain books which an ac- 
countant may desire he may henceforth order 
all publications through the Institute at no ad­
ditional cost.
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To Members and Associates of the
American Institute of Accountants:
The board of examiners has given consideration to applications for admission to the Ameri­
can Institute of Accountants. Ten applicants for admission tried the written examinations and 
4 passed, 1 was conditioned and 5 failed. Of the 4 who passed, 1 is eligible for membership 
and 3 for associate membership. Four applicants for admission as members and 7 as associates 
were given credit for having already passed the Institute examinations for a C. P. A. certificate. 
Credit for having passed other examinations acceptable to the Institute was accorded 8 appli­
cants for membership and 2 for associate membership. Five applicants for membership are 
recommended for election on the basis of oral examination. The board recommends the ad­
vancement of 4 associates to membership.
The following is a list of those recommended by the board of examiners for election:
For Advancement to Membership:
Harry P. Baumann, Chicago 
John M. Miller, St. Joseph, Missouri 
George F. Sampson, New York 
William A. Waymouth, San Juan, P. R.
For Admission as Members:
William J. Davis, Birmingham, Alabama 
James J. Dougherty, New York 
Arthur C. Droegemueller, Chicago 
Edwin D. Frost, New York 
David B. Galloway, New York 
Everett P. Green, Tulsa, Oklahoma 
William R. Hassard, New York 
Joel Hunter, Jr., Atlanta 
P. H. Kerr, Kansas City, Missouri 
Henry J. Lee, Providence 
Rene J, LeGardeur, Sr., New Orleans 
Carl W . Lutz, Chicago 
John F. McCabe, New York 
Laurence B. Maddison, Boston 
Ralph W . Muschett, New York 
Monteath Ruston, New York 
Alfred J. Simon, New York 
Willard A. Tripp, Chicago
For Admission As Associates:
Frank A. Beeton, San Francisco
I. Edward Biller, Boston 
Joel D. Harvey, Boston 
Louis H. Keightley, Sioux City 
Maximilian C. Lenk, Jersey City 
Richard F. Lumbard, Dallas 
Robert Penn, Chicago 
Cecil W . Riggin, Memphis 
Robert F. Roberts, Beaumont, Texas 
Maurice H. Stans, New York 
Edward R. Stevens, Buffalo 
Kingsley Tufts, Los Angeles
These applicants do not become members (or associates) until they are elected by the coun­
cil, which is voting by mail ballot. If protest is to be made against the election of any appli­
cant on the list, it should reach the offices of the Institute by February 1st.
JOHN L. CAREY, Secretary.
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The book shop is being established on the 
ground floor in the Institute’s building at 135 
Cedar Street. A window display is being ar­
ranged and accommodations will be installed 
for those who wish to examine the stock.
The building is convenient to the financial 
center of New York and it is expected that 
sales will be considerable, particularly in view 
of the large number of visitors who habitually 
make use of the Institute’s library.
The addition of the book-selling service is 
considered a logical completion of the Insti­
tute’s activity in the sphere of accountancy edu­
cation. The publication of The Journal o f 
Accountancy, The Accountants' Index and 
other books and maintenance of a library, 
coupled with the new book shop, constitute a 
complete programme for dissemination of ac­
countancy literature.
Publications
In the course of the present year it is planned 
to add several new titles to the list of books 
already published by the American Institute of 
Accountants. A book on commercial law, 
particularly designed to meet the requirements 
of students preparing for accountancy examina­
tions, but also adapted to the use of practising 
accountants and business executives, will be 
published under the title Law for Laymen by 
Harold Dudley Greeley. The manuscript is 
in hand and the book will be on sale about 
the middle of March.
A new edition of the examination questions 
of the American Institute of Accountants is 
now in type and will be soon forthcoming. 
The new book will include all questions set 
by the board of examiners of the American 
Institute of Accountants from May, 1927, to 
November, 1931, inclusive. A previous edition 
includes all questions from 1917 to 1927.
A third supplement to the Accountants’ In­
dex  will be produced if a sufficient number of 
subscriptions can be obtained in advance. 
Members of the Institute have been invited 
by the president to subscribe to this pro­
ject, and many subscriptions have been re­
ceived. The price of the new supplement, 
if published, will be $10. When there is as­
surance that the cost of production will be re­
paid through sales, preparation of the book 
will proceed. The latest supplement was pub­
lished in 1928. A considerable amount of ac­
countancy literature has been published since 
that time, and the new supplement will bring 
up-to-date the Institute’s complete compilation 
of references to literature on accountancy and 
related subjects in the English language.
Other manuscripts are in course of prepara­
tion and will probably be published in book 
form in the spring and summer.
Cooperation with Bankers
Cooperation between public accountants and 
credit officers of banks, which has for many 
years been conducted by committees of the na­
tional organizations—the American Institute of 
Accountants and the Robert Morris Associates 
— has lately been extended to local groups, as 
indicated in an item in the Bulletin for Novem­
ber, 1931.
The Institute’s special committee on cooper­
ation with bankers believes it important that 
the procedure be consistent throughout the 
country. In a memorandum dispatched to state 
societies of certified public accountants on 
January 8th, the committee made certain 
suggestions about the way in which joint 
sessions of accountants and bankers should be 
conducted, about the attitude which account­
ants should adopt on certain types of questions, 
and about the desirability of consistency 
throughout all the societies in their relations 
with chapters of the Robert Morris Associates. 
The committee also offers its cooperation to 
local committees in any way which may facili­
tate closer relations between the accountancy 
profession and the bankers as a whole. Fol­
lowing is the text of the committee’s 
memorandum:
Societies of certified public accountants in almost 
every state are giving attention to means of co­
operating with bankers of the vicinity. The Ameri­
can Institute of Accountants has for about ten years 
maintained cordial and helpful relations with the 
Robert Morris Associates, the national association of 
credit officers of banks. This letter is written to 
offer to state committees whatever assistance the In­
stitute’s committee, through its long experience, may 
be able to render.
The national committees were originally formed 
to discuss accounting problems arising from financial 
statements submitted to bankers for credit purposes. 
The questions have been concerned chiefly with the 
proper classification of items on the balance-sheet, 
such as the segregation of amounts due from officers 
or stockholders; disclosure of contingent liabilities;
2
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recognition or disclosure of possibility of loss on 
future commitments; clarity in wording of certifi­
cates; extent of verification of quantities and values 
of inventory items. Many other types of questions 
have been received from bankers from time to time, 
but those mentioned represent the principal groups.
The Institute’s committee has endeavored to clarify 
in the banker’s mind the relation of the accountant 
to his client and the essential limitations of the 
auditor in his professional capacity.
We have been able to show the Robert Morris 
Associates in many instances that accountants were 
not at fault, and we have pointed out that often 
the bankers themselves were not discharging their 
full responsibility to study the accountant’s report 
and his certificate. On the other hand, when ac­
countants have been in the wrong we have not hesi­
tated to express our opinion to that effect, and if 
the offender were a member of the Institute the 
matter was brought to his attention.
A year ago two meetings of accountants and 
bankers took place in New York. The discussion 
was reprinted in pamphlet form and copies were 
distributed to all members of the Institute. Perusal 
of this publication, copy of which is enclosed here­
with, will show the general nature of such discus­
sions.
Many of the answers to questions raised by bankers 
may indicate differences of opinion among account­
ants. It is naturally extremely desirable that the 
profession in so far as possible present a united 
front in its expressions of what it considers good 
accounting practice. It would obviously be unfor­
tunate if the local chapters of the Robert Morris 
Associates were to report to national headquarters 
contradictory opinions offered by certified public ac­
countants in different states.
It has been our experience in the past in arrang­
ing joint discussion that it is best to have the bankers 
submit their questions in writing ahead of time. The 
accountants’ committee can then discuss the questions 
in advance and formulate answers which will be gen­
erally acceptable. Individual accountants should be 
delegated to answer specific questions on the floor so 
that there will not be misunderstanding and con­
fusion when the debate takes place.
It is hardly necessary to point out how important 
it will be for the accountants in each state to main­
tain a dignified and independent attitude in their 
discussions with bankers. There have been instances 
in which bankers have attempted to fix upon the 
members of our profession a responsibility which 
they could not justly be asked to assume, and there 
is no better way of earning the respect of bankers
than to state plainly what our profession believes 
its rights, as well as its responsibilities, to be.
The Institute's special committee on cooperation 
with bankers will be happy to keep in touch with 
the committee of your society and to reply to the 
best of its ability to any inquiries which your com­
mittee may raise. If the results of any local meet­
ings are summarized for the benefit of the local body 
our committee would be glad to receive a copy of 
such summary.
F r e d e r ic k  H . H u rd m a n , Chairman 
W i l l i a m  B . C a m p b e ll  
G e o r g e  E . F r a z e r  
N o r m a n  L . M c L a r e n  
C h a r l e s  F . R i t t e n h o u s e  
T. E d w ard  Ross 
E d w in  H . W a g n e r  
J. S. W i l l i a m s  
January 8, 1932
Services of Library to Members
The special committee on administration of 
endowment wishes again to bring to the atten­
tion of the membership the services which the 
library and bureau of information of the 
American Institute of Accountants undertakes 
to render. At a recent meeting of the com­
mittee it was pointed out that only about a 
quarter of those who made use of the library 
last year were residents of cities other than 
New York. It is the desire of the committee 
that the membership as a whole benefit to the 
greatest possible extent from the expenditure 
of the funds which support the library.
The library is open to all accountants, and 
the librarian and her staff invite any questions 
which may be answered by reference to indices 
or published works.
Members and associates of the Institute are 
entitled to borrow books through the circulat­
ing library without charge, except fines for 
overtime. Technical questions on any phase of 
accountancy, except taxation, may be submitted 
by members or associates to the bureau of in­
formation which in turn will refer them 
anonymously to other members experienced in 
the particular field with which the question 
deals. Replies are then transmitted anony­
mously to the original inquirer without respon­
sibility on the part of the Institute or bureau 
of information. This clearing house for the 
exchange of information among the member­
ship has been tremendously helpful to many 
members, and frequently provides a channel
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through which counsel on questions not dis­
cussed in any published work may be obtained.
The collection of the library includes prac­
tically all books and magazines on accounting 
and related subjects in the English language. 
At the end of the past fiscal year there were 
13,394 books, magazines and pamphlets in the 
collection. One hundred and eight technical 
questions were answered through the bureau 
of information last year, 3,036 replies were 
made to inquirers by the librarian, and 3,417 
readers made use of the available published 
matter.
Distribution of Year-book
Inclusion of firm affiliations of members and 
associates in the 1931 year-book of the Ameri­
can Institute of Accountants has evoked a good 
deal of favorable comment, and the fact that 
the innovation meets with the approval of the 
public as well as the membership is evidenced 
by the increased demand for the book.
The executive committee considered it de­
sirable to distribute a larger number of com­
plimentary copies than has been customary, 
and, accordingly, about 100 copies were sent 
without charge to associations of bankers, in­
vestment bankers, credit men, lawyers, stock 
exchanges and the like, as well as to foreign 
societies of accountants. In addition, a larger 
number of copies than ever before has been 
sold to banks, public libraries, and persons.
Credit officers of banks have displayed par­
ticular interest and it is believed that mem­
bers and associates might appropriately call the 
attention of their bankers to the desirability 
of having the year-book in their possession. 
A small stock is still available for sale. The 
price is $1.65 delivered in the United States 
and Canada.
Committee Activities
Many of the Institute’s committees have held 
meetings since their appointment at the begin­
ning of the fiscal year and nearly all are ac­
tively engaged in the tasks assigned to them.
The executive committee, the board of ex­
aminers and the committee on publication 
have regularly held their customary monthly 
meetings.
A special meeting o f  the committee on pro­
fessional ethics was held in December to dis­
cuss complaints and inquiries submitted to it.
The special committee on accounting pro­
cedure has held two meetings, supplemented by 
considerable correspondence among the mem­
bers, in the course of preparation of its report 
on foreign-exchange losses.
The special committee on administration of 
endowment recently met to review the con­
dition of the endowment fund and to discuss 
possible means of increasing the usefulness of 
the library.
The special committee on double taxation 
has held one meeting, at which representatives 
of the League of Nations and the International 
Chamber of Commerce were present.
The chairman of the special committee on 
terminology recently called a meeting of mem­
bers of his committee resident in New York 
for the purpose of planning revision of the 
report published under the title Accounting 
Terminology.
The committee on state legislation, the 
special committee on cooperation with bankers 
and the special committee on natural business 
year have commenced their activities by means 
of correspondence, since the geographical dis­
tribution of their membership precludes meet­
ings except with considerable inconvenience to 
some of the members.
Valuation of Investment Securities
I n s u r a n c e  C o m m is s io n e r ' s R e s o l u t io n
The National Convention of Insurance Com­
missioners in executive session in N ew  York, 
December 8th, adopted a resolution fixing June 
30th price quotations as a "fair market value” 
of securities owned by insurance companies in 
the filing of annual statements for 1931. 
Three states voted against the resolution.
It was explained that this arbitrary basis of 
valuation was adopted in an effort to reflect 
the true worth of securities rather than the de­
pressed market prices of the present time.
The chairman of the valuations committee, 
which introduced the resolution, stated "that 
December 31st values are sufficiently accurate 
in ordinary business conditions, but to use that 
basis under the unprecedented economic and 
financial conditions now prevailing would be 
unfair and inequitable to companies where the 
business of insurance is prosperous, the man­
agement competent and honest, and the invest­
ments of high character. The exceptional and
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sensational fluctuations in market quotations 
prevailing during the final months of this year 
make it desirable to abrogate the practice of 
taking the market quotations of a particular day
as indicative of fair market value...................
Under certain abnormal conditions the range 
of the market over a reasonable period is a 
more accurate guide to fair market value than 
the prices of a particular day................. Com­
panies which are fundamentally sound should 
not be forced into an embarrassing position be­
cause good assets are temporarily frozen. The 
appraisal of securities at less than fair market 
value has a tendency to force liquidation at a 
sacrifice. This is not for the best protection 
of policyholders................”
The commissioner of insurance for the state 
of Connecticut, who opposed the resolution, 
asserted that the statutes of his state prevented 
the display of valuations other than market 
prices at the balance-sheet date except in cases 
of securities which have no quick market, the 
value of which must be determined by other 
means.
The convention’s resolution excludes from 
June 30th values all securities purchased since 
that date, but provides that such recent pur­
chases shall be carried in financial statements at 
cost price. The action of the convention is not 
binding on individual members. The com­
missioner of each state has discretion to decide 
what valuation basis may be used in reports 
to his department, within whatever statutory 
limits there may be.
Following is the text of the resolution adopt­
ed by the insurance commissioners:
WHEREAS, exceptional fluctuations of value of 
stocks and bonds as reflected on the exchanges have 
led to the inquiry as to whether the market price 
quotations for stocks and bonds on any particular 
day are indicative of the fair market value of such 
securities; and
WHEREAS, under similar circumstances it has 
been the policy of the national convention of in­
surance commissioners to indorse and recommend 
the substitution of the range of the market and the 
average of prices thus found running through a 
reasonable period of time as a fair basis of market 
value of stocks and bonds:
RESOLVED: that the committee on valuation of 
securities of the national convention of insurance 
commissioners is of the opinion that under present 
conditions the market quotations on stocks and bonds
for a particular day are not a fair standard for the 
ascertainment of fair market value of such securities 
and recommends as a present substitute therefor the 
average price of stocks and bonds as reflected by 
the exchanges for a range of five quarterly periods 
ended September 30, 1931.
FURTHER RESOLVED, that since the fair aver­
age thus ascertained is approximately the closing 
price of securities on June 30, 1931, the prices of 
June 30, 1931, be taken as the fair market value 
during the current year and that such standard be 
accepted for the annual statements due as of Decem­
ber 31, 1931, except that securities should not be 
valued at more than the purchase price if purchased 
since June 30, 1931.
FURTHER RESOLVED, that in cases where the 
condition of companies may require the immediate 
disposition of securities at present prices it is the 
opinion of this committee that the discretion of a 
commissioner of insurance should be exercised to 
vary the general formula herein set forth so as to 
adopt the prices then reflected by the exchanges.
Supplementing the resolution it is further
RESOLVED, that in the valuation of bonds which 
have defaulted in principal or interest since June 
30, 1931, and in the valuation of stocks and bonds 
of corporations in receivership since June 30, 1931, 
the convention value shall be the exchange quota­
tions of December 31, 1931, instead of the average 
value as provided in the principal resolution.
N e w  Y o r k  C lea r in g  H o u se  A g r e e m e n t
Press reports of December 30th stated that 
important New York banks had agreed in­
formally, at a meeting of the clearing house, 
to follow a uniform policy in valuing bond 
investments in their year-end statements. The 
general basis of valuation agreed upon is said 
to be that outlined in a letter from the comp­
troller of currency to all national bank ex­
aminers on August 29th, providing that na­
tional banks in reports of financial condition 
might deduct no depreciation at all for obliga­
tions of United States government, states, coun­
ties or municipalities thereof, or other bonds 
which are classified among the four highest 
ratings by the recognized investment-rating or­
ganizations.
It is required that defaulted bonds be car­
ried at current market price, thus necessitating 
full depreciation for this class of securities. 
But of the remaining bonds it is stipulated that 
25 per cent. of the depreciation be taken into
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account in the statement of condition, while 
the other 75 per cent. depreciation be classed 
as a doubtful asset.
The purpose of the agreement of the New 
York banks was said to be to make their state­
ments comparable with those of banks in other 
districts. Some of the larger banks have fared 
so fortunately with their bond portfolios, it 
was reported, that they could absorb all de­
preciation in market value, but since this would 
place other banks at a disadvantage it was de­
cided to follow a common policy.
Clearing House Association 
Asks Certified Reports
At the meeting of the Clearing House As­
sociation of Bridgeport, Connecticut, on No­
vember 10, 1931, the following resolution was 
unanimously adopted:
RESOLVED: That it is the desire of the members 
of the Bridgeport Clearing House to receive from 
all larger borrowers complete certified public account­
ant reports with balance-sheet, profit-and-loss state­
ment, reconciliation and surplus account, and full 
comments concerning contingent liabilities, age of 
accounts receivable, verification of inventory, etc.
The secretary of the association announced 
that one purpose of this action was "to build 
up a better understanding and spirit of cooper­
ation between the accountants and the bankers 
of the state.” It is believed by the association 
that full financial reports will prove beneficial 
to all concerned. The matter has been re­
ferred to the committee on cooperation with 
bankers and other credit grantors of the Con­
necticut Society of Certified Public Account­
ants, and the society has announced that it will 
be glad to cooperate in fulfilling the purpose 
of the resolution.
Commercial Bankers Recommend 
Audits
A circular letter to clients and friends, 
recommending independent audits by certified 
public accountants, has been distributed by 
Weil, McKey & Co., Boston, commercial paper 
bankers and members of the Robert Morris 
Associates. Following is the text of the 
circular:
AUDITS
"The subject of audited statements is again under 
active consideration in view of the large number of
fiscal statements that are taken off at or near the end 
of the calendar year.
"Since 1923 it has been our annual custom to call 
to the attention of our clients the advantages which 
accrue from having an independent audit by a firm 
of certified public accountants. These advantages, it 
seems to us, fall into two main classifications:
"1. The application of a trained and impartial 
outside viewpoint in the analysis of a con­
cern’s operations and the presentation of the 
resulting facts and suggestions to the execu­
tives of the company.
"2. The enhancement of a concern’s fine credit 
standing due to the preference of banks for 
financial statements certified to by accountants 
of known ability and standing.
"Of these we feel the first is the more important, 
from the standpoint of the company having the work 
done. Irrespective of the ability and experience of 
a concern’s own accounting staff, a periodical re­
view by competent outside specialists is bound in 
many cases to be stimulating and helpful. The gen­
eral recognition of this fact is demonstrated by the 
great number of companies having audited statements 
which never are seekers of banking credit and hence 
have the audits made entirely for their own use.
"The value of an audit varies in proportion to 
its thoroughness and completeness. While a less 
complete audit may have a somewhat smaller cost, 
it seems to us that true economy in the long run 
suggests the more thorough audit as giving greater 
return for the minimum comparative cost.
"Under the economic conditions of today the ad­
vantage rests with those companies who must 
thoroughly analyze and refine their operations, and 
a competently and carefully prepared outside audit 
has been found to be an invaluable aid toward these 
ends.”
November, 1931
Use of Charts in Reports 
to Stockholders
A pamphlet describing the use of charts and 
exhibits in annual reports to stockholders has 
recently been published by the policyholders’ 
service bureau of the Metropolitan Life Insur­
ance Company. The publication comments 
upon methods of employing graphs to indicate 
the financial history of a company, the under­
lying economic situation and the extent of op­
erations, and to clarify corporate structure, 
affiliations, internal organization, manufactur­
ing processes and uses of products. Illustra­
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tions from the reports of 32 large corporations 
are included. The booklet consists of 56 
printed pages.
Annual Meeting of University 
Instructors in Accounting
The sixteenth annual convention of the 
American Association of University Instruc­
tors in Accounting at the Raleigh hotel, Wash­
ington, D. C., December 28th and 29th, was 
distinguished by a large number of technical 
papers and subsequent discussion on matters 
of interest to the profession.
The following officers were elected: H. C. 
Greer, University of Chicago, president; G. H. 
Newlove, University of Texas, J. L. Dohr, 
Columbia University, and H. S. Noble, Univer­
sity of California, vice-presidents; C. F. 
Schlatter, University of Illinois, secretary- 
treasurer; and E. L. Kohler, Chicago, editor.
The first session was devoted to budgets and 
problems of budgetary control. Edwin L. 
Theiss of the University of Illinois spoke on 
budgetary procedure as a means of administra­
tive control. Arthur W. Hanson of Harvard 
University addressed the meeting on the rela­
tion of cost accounting to the budgetary-control 
problem. F. G. Donner, assistant treasurer, 
General Motors Corporaiton, and James L. 
Dohr of Columbia University also delivered 
addresses on budget problems and discussion 
from the floor was led by Howard C. Greer, 
secretary of the Institute of American Meat 
Packers. David Himmelblau of Northwestern 
University was chairman.
Accounting research occupied the attention 
of the members at the second session. "Earn­
ings statements in periods of prosperity and 
depression” was the subject assigned to J. J. 
Reighard of the University of Minnesota. R.
C. Rorem, of the Julius Rosenwald Fund, re­
ported the results of a survey of costs of medi­
cal care, and H. J. Ostlund of the National 
Wholesale Druggists Association spoke on 
"Cost research in the field of distribution.” 
J. B. Taylor of Ohio State University partici­
pated in this session, and discussion from the 
floor was led by Roy B. Kester of Columbia 
University. J. Hugh Jackson of Stanford Uni­
versity was chairman of this session.
At the annual dinner on the evening of 
December 28th, Charles B. Couchman, presi­
dent of the American Institute of Accountants, 
delivered the principal address. He touched 
upon some of the problems of training young 
men for professional public practice and dis­
cussed questions which confront the profes­
sion as a whole. Mr. Couchman also briefly 
described some of the current activities of the 
Institute.
Eric L. Kohler presented a report proposing 
a comprehensive study of preparation for the 
accounting profession by a special joint com­
mittee, and the proposal evoked considerable 
discussion. A report of the committee on con­
stitution and by-laws suggested a change in the 
name of the "American Association of Uni­
versity Instructors in Accounting,” but after 
extended debate the suggestion was rejected.
At the banquet the annual Beta Alpha Psi 
award to the author whose work had con­
tributed most to the advancement of account­
ing during the year was presented to William
B. Castenholz of Chicago. His book The con­
trol o f distribution costs and sales was the basis 
of the award.
At the first session on Tuesday, December 
29th, law and accounting was the subject of 
discussion. E. R. Dillavou of the University 
of Illinois spoke on "The Rex vs. Kylsant 
case.” "Profits and surplus available for di­
vidends” was the subject assigned to Perry 
Mason of Antioch College and James C. Reed 
of the University of Pittsburgh discussed "Ac­
counting instruction and business law.” E. 
S. Wolaver, University of Michigan, and W ill­
iam Deviny, Catholic University, led the dis­
cussion. Alfred W. Bays of Northwestern 
University was chairman.
A. H. Rosenkampff of New York University 
acted as chairman of the final session, which 
was devoted to problems of accounting instruc­
tion. Lloyd Morey of the University of Illinois 
delivered an address entitled "Accounting pro­
cedures for college and universities.” Max J. 
Wasserman also of the University of Illinois 
spoke on "Instruction in accounting in France.” 
H. C. J. Peisch spoke on "Proper preparation 
for admission to the accounting profession,” 
and Joseph C. Myer of St. John’s College dis­
cussed "Early accounting literature.” General 
discussion was led by A. L. Prickett of Indiana 
University.
After a short business session at which re­
ports were rendered and officers were elected 
the meeting adjourned.
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A la ba m a
Three of the seven candidates who sat for 
the recent C. P. A. examinations held in 
Alabama were successful. They are S. W . 
Brock, Fred L. Smith, and M. L. Strickland.
K ansas
J. K. Brelsford, Topeka, has been appointed 
a member of the Kansas state board of ac­
countancy examiners. The other members are 
Stanley Spurrier, Wichita, and F. A. McCoy, 
Topeka.
At a meeting held December 19, 1931, the 
board awarded a C. P. A. certificate to A. R. 
Jones of Manhattan, Kansas.
V irginia
The state board of accountancy of Virginia 
has announced that as a result of the Novem­
ber, 1931, examination certificates as certified 
public accountants have been issued to the fol­
lowing candidates: Paul J. Arrington, W . A. 
Carskaden, Frederick H. Cole, J. A. Daniels, 
Clarence Day, R. H. Dunn, G. C. Henricksen,
C. P. Kennett, C. W . Knapp, William P. Mc-
State Board of Accountancy Crory, R. E. Moore, J. M. Nowlan, William
A. Pennell, Robert Lee Persinger, S. N. 
Richardson, Joseph M. Shelton, P. M. Smith, 
Jr., and George J. Waas.
New Jersey Society Publishes Bulletin
Volume I, No. 1, of the C. P. A. Bulletin, 
a publication undertaken by the Society of Cer­
tified Public Accountants of the State of New 
Jersey, appeared in December, 1931. An in­
creasing number of state societies has embarked 
upon the publication of news bulletins for the 
membership, and the idea seems to meet with 
favor.
The first issue of the New Jersey society’s 
bulletin consists of four printed pages, contain­
ing the programme of a forthcoming meeting, 
a message from the president and news items 
of interest to accountants in New Jersey.
Accountant Appointed Receiver
Warren M. Brown, certified public account­
ant, was appointed on December 23rd tem­
porary receiver of a firm of brokers in Hart­
ford, Conn. The appointment was made fol­
lowing a hearing before a judge of the superior 
court.
OBITUARY
Elkin Moses
Elkin Moses of New Orleans, a member of 
council of the American Institute of Account­
ants, died suddenly at his home on Tuesday, 
December 22nd. He was 71 years of age. 
He had appeared in good health on the day 
before, and the cause of his death was believed 
to be a heart attack.
Mr. Moses was a charter member of the 
American Institute of Accountants, and had 
been a member of the Institute’s predecessor, 
the American Association of Public Account­
ants. He had served on the committee on 
state legislation, the committee on nominations 
and the special committee on cooperation with 
arbitration associations, and in 1929 was 
elected a member of council for a term of five 
years. He had been actively interested in the 
professional affairs of his own state for many 
years, both in the Society of Louisiana Certified 
Public Accountants and on the state board of
accountancy, of which he had been a member 
for a long period. Mr. Moses was a certified 
public accountant of Louisiana, Mississippi and 
Texas.
The firm of Moses, Rittler & Dienes, of 
which Mr. Moses was a partner, will continue 
its practice under its present name in accord­
ance with his expressed desire.
Henry R. M. Cook
Henry R. M. Cook, president of the Ameri­
can Association of Public Accountants (the 
predecessor of the American Institute of Ac­
countants) in 1892 and 1893, died at the age 
of 79 on Monday, January 4th. Mr. Cook had 
been auditor of the board of education for 34 
years, from 1889 to 1923. He was active in 
advocating the present salary and pension sys­
tems of the board. He was a certified public 
accountant of New York, and for a time served 
as a member of the state board of examiners 
in accountancy.
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Edwin H. Collis
Edwin H. Collis, Portland, Oregon, a charter 
member of the American Institute of Account­
ants, and a member of the Institute’s predeces­
sor, the American Association of Public Ac­
countants, died December 14, 1931, after an 
illness of several weeks. Mr. Collis, who was 
66 years old, was also a charter member of the 
Oregon State Society of Certified Public Ac­
countants. As founder of the town of Teller, 
Alaska, he was one of the first members of the 
Alaska Society of Portland. At the time of 
his death Mr. Collis was practising public ac­
counting under his own name, but his past 
activities had included association with W . R. 
MacKenzie, accountant, and W . A. Ballin, 
shipbuilder. He had also been assistant secre­
tary of the Pacific Marine Iron Works, treas­
urer of the Scio Logging & Lumber Co., and 
treasurer of the Columbia Cement Co. He 
was a certified public accountant of Oregon.
Henry G. Eckhoff
Henry G. Eckhoff, a member of the Ameri­
can Institute of Accountants, died on Decem­
ber 16th at the Clifton Springs (New York) 
sanitarium following an operation. He be­
came a member of the Institute in 1923, and 
was a certified public accountant of New Hamp­
shire. Mr. Eckhoff was 65 years of age. He
had practised public accounting in New York 
on his own account for a number of years and 
was founder of the old German-American 
Building and Loan Association. At the time 
of his death he was secretary of the Flatbush 
Cooperative Savings and Loan Association.
John R. Lynn
John R. Lynn, a charter member of the 
American Institute of Accountants, a certified 
public accountant of Pennsylvania, and a 
former president of the Pennsylvania Institute 
of Certified Public Accountants, died at his 
home at Philadelphia, Monday, January 4th.
Mr. Lynn had been a member of the In­
stitute’s predecessor, the American Association 
of Public Accountants. He had been a mana­
ger for Price, Waterhouse & Co. for more than 
18 years, and at the time of his death was 
practising under the style of Lynn & Co.
George Arthur Smith
George A. Smith, a charter member of the 
American Institute of Accountants and a mem­
ber of its predecessor, the American Association 
of Public Accountants, died December 29th in 
Brooks Hospital, Brookline, after a long ill­
ness. He was 76 years of age. Mr. Smith was 
a certified public accountant of Massachusetts 
and at the time of his death was head of the 
firm George A. Smith & Co., Worcester.
NEWS OF LOCAL SOCIETIES
Annual Meeting of Florida Institute
The annual two-day meeting of the Florida 
Institute of Accountants was held December 
11th and 12th at the Princess Martha hotel, 
St. Petersburg. About 50 members and guests 
registered for the meeting, which began at 9 :30
A.M., December 11th, after an invocation 
offered by the Rev. Theodore K . Finck and an 
address of welcome by the Hon. H. W . Adams, 
Jr., mayor of St. Petersburg. Jay E. Bigham 
made the response to the address of welcome, 
which was followed by a regular business meet­
ing of the institute. A meeting of the state 
board of accountancy took place at the after­
noon session and reports of presidents and 
secretaries of chapters of the institute were 
heard. In the evening the annual banquet of 
the institute took place.
At the morning session on December 12th, 
George H. Ford described activities of the 
Florida state board of accountancy; George A. 
Cassatt spoke on "Cooperation with bankers” ; 
and John W . Gunby delivered an address en­
titled "Income-tax law inequities.” It was de­
cided that the 1932 meeting of the institute be 
held at Orlando.
John W . Gunby was winner of the golf 
tournament arranged in conjunction with the 
meeting. Howard W . Gray was winner of the 
blind bogey handicap and Lee C. Shepard 
turned in the low gross score.
Publicity for Arkansas Society
A regular monthly meeting of the Arkansas 
Society of Certified Public Accountants was 
held at Little Rock on December 11th. The
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society accepted an invitation extended by the 
Arkansas Democrat to use columns of the 
paper to acquaint the public with the work of 
the public accountant. A committee was ap­
pointed to prepare matter to be read by the 
society and published, if approved.
The next meeting of the society, January 
15th, will be devoted to a discussion of cur­
rent, accrued and contingent liabilities and 
commitments.
California Society of Certified 
Public Accountants
Los A n g e le s  C h a p te r
A regular dinner meeting of the Los Angeles 
chapter of the California Society of Certified 
Public Accountants was held January 5, 1932. 
In addition to members of the chapter, students 
of economics and accounting in local uni­
versities attended the meeting. Dr. John B. 
Canning, professor of economics at Stanford 
University, addressed the meeting on "The 
economics of accountancy.”
Louisiana Society Holds Quarterly 
Meeting
A regular quarterly meeting of the Society 
of Louisiana Certified Public Accountants was 
held on December 10, 1931. The business 
meeting was called to order at 7 p. m., and 
after that session had been concluded the meet­
ing was opened to the general public. A paper 
dealing with the accountant’s attitude on ap­
preciation of values was presented by William
B. Castenholz, of Chicago, and E. J. deVerges, 
of New Orleans, delivered an address on the 
responsibility of accountants in tax matters. 
Delegations of students from Louisiana State 
University, Loyola University, Tulane Uni­
versity and Soule Business College and repre­
sentatives of the internal-revenue department 
attended the open meeting.
Maryland Association Meeting
The Maryland Association of Certified Pub­
lic Accountants held meetings on December 
8th and January 12th. Dr. William O. Wey­
forth, associate professor of economics at Johns 
Hopkins University, addressed the meeting on 
December 8th on "Individualism and social 
control.” At the later meeting Hugh Leach, 
managing director of the Baltimore branch of 
the federal reserve bank, spoke on the federal 
reserve statement.
Massachusetts Society of Certified 
Public Accountants
A meeting of the Massachusetts Society of 
Certified Public Accountants held December 
21, 1931, was devoted to discussion of 
current accounting problems. The meeting 
was under the direction of J. Harold Stewart, 
chairman of the committee on arrangements. 
The following specific questions were present­
ed for discussion.
1. In view of the recent wide fluctuation in for­
eign exchanges for consolidation purposes, what 
should be the basis of conversion of the accounts of 
subsidiaries and branches in Canada and Great 
Britain? Also, is it more desirable to consolidate 
the accounts of foreign subsidiaries or to show sepa­
rately the investments and advances, eliminating 
therefrom intercompany profit and exchange losses?
2. Under what classification should the asset rep­
resenting deposits with mutual insurance companies 
be shown in the balance-sheet?
3. Is it proper to reduce the book value of shut 
down plants to salvage value and charge such de­
crease to a special surplus created with stockholders’ 
consent from capital by a reduction in the stated 
capital of no-par common stocks leaving earned sur­
plus intact? If this is done may future earnings 
properly be credited in their entirety to earned sur­
plus?
4. Should we insist on reducing treasury stock 
and bonds to quoted market values when these are 
less than cost of acquisition in cases where they are 
not definitely retired or ear-marked for retirement at 
the end of the year? Also, what is the proper place 
in the balance-sheet for such securities and can the 
discount on such acquisitions be credited to earned 
or capital surplus before retirement?
5. In examining the accounts of a trust or agency, 
handled by a banking institution whose practice it 
is to handle the cash transactions of all trusts and 
agencies through one pooled cash account, is it pos­
sible to certify unqualifiedly to the operations of such 
trust or agency?
6. Should the open unused balance of commercial 
letters of credit be reflected among the liabilities or 
as a contingent liability in the balance-sheet of (a)  
the accepting bank and (b) the bank’s customer to 
whom the credit is extended?
7. In preparing a balance-sheet what should be 
the treatment of the liability representing the prob­
able cost to complete construction partially com­
pleted?
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8. In preparing balance-sheets at December 31st 
should investments be reduced to market values or 
should we permit cost this year if the basis is clearly 
indicated in the balance-sheet?
9. Should small items pertaining to previous 
periods be put into current operations or considered 
as adjustments of beginning surplus?
10. In the case of controlled companies should we 
allow the book value of underlying net assets to be 
used instead of market quotations of the securities 
of the controlled companies when these appear to be 
greatly deflated?
Michigan Association Meets 
with Bankers
The first of a series of joint meetings of 
accountants and bankers was held December 
10th at Detroit. Members of the Michigan 
Association of Certified Public Accountants 
and credit representatives of various banks 
heard an address by Griswold Adams, of the 
Highland Park state bank, on "Accountants’ re­
lations with the banker.” The discussion 
which followed the meeting was led by Mer- 
vyn B. Walsh. E. J. Barr was toastmaster of 
the meeting.
W e s t e r n  M ichig an  C h a p t e r
At a meeting of the western Michigan chap­
ter of the Michigan Association of Certified 
Public Accountants, held December 10th at 
Grand Rapids, Frank Marin, deputy commis­
sioner of banking, delivered an address entitled 
"What the examiner expects or would like to 
find in the credit files of every bank.”
Minnesota Society of Certified 
Public Accountants
A meeting of the Minnesota Society of Certi­
fied Public Accountants was held at Minne­
apolis on December 22nd. B. W. Palmer, 
author of a Minnesota law manual and lec­
turer at the University of Minnesota, delivered 
an address entitled "Law and the accountant.”
Annual Conference of New Jersey 
Society
The sixth annual afternoon and evening 
conference of the Society of Certified Public 
Accountants of the State of New Jersey was 
held at the Elk’s Club, Newark, December 10, 
1931. Henry B. Fernald, president, presided 
over all sessions.
In the afternoon Leopold A. Chambliss, as­
sistant vice-president of the Fidelity Union 
Trust Company, delivered an address entitled, 
"As bankers view accountants’ audit reports 
and certificates.” William H. Bell spoke on 
accountants’ certificates.
Discussion by the members was led by Henry
B. Fernald, Harold A. Eppston and Maurice
E. Peloubet. Theodore Krohn and Leopold 
Frankel, attorneys, both spoke on the subject 
from a legal viewpoint.
At the dinner session, John T. Madden, 
dean of New York University’s school of com­
merce, delivered an address on "World-wide 
economic conditions.” Paul Stillman, presi­
dent of the National State Bank of Newark, 
spoke on "The present banking situation.” 
Judge Charles H. Stewart, president of the Es­
sex County Bar Association, also addressed the 
members.
Ohio Society of Certified Public 
Accountants
Co l u m b u s  C h a p t e r  
On December 9th the Columbus chapter of 
the Ohio Society of Certified Public Ac­
countants held its monthly meeting. Clarence
D. Laylin, former special counsel of the joint 
legislative taxation committee for the Ohio 
Manufacturers’ Association, discussed the new 
Ohio classified-tax law, with reference to the 
preparation of tax returns.
Pennsylvania Institute of Certified 
Public Accountants
P ittsbu r g h  C h a p t e r  
A special meeting of the Pittsburgh chapter 
of the Pennsylvania Institute of Certified Pub­
lic Accountants, held January 5th, was attended 
by twelve members of the chapter. A res­
olution recording the chapter’s opposition to 
any retroactive legislation appertaining to 
federal taxes was unanimously adopted and the 
secretary was directed to report to the Penn­
sylvania Institute the chapter’s action.
Dr. A. B. Wright, dean of the school of 
business at Duquesne University, delivered an 
address on the business outlook for 1932, in 
which he reviewed past and present conditions 
and expressed his opinion of what might rea­
sonably be expected for the coming year.
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EMPLOYMENT EXCHANGE
The approximate number of men now 
registered with the employment exchange of 
the American Institute of Accountants is 
seventy-five. The men are of all types, rang­
ing from experienced executives and senior as­
sistants to junior staff accountants.
The employment exchange makes no charge 
for its service, and the Institute assumes no re­
sponsibility for the statements of applicants, 
which have not been verified.
Following are the qualifications of several 
typical applicants:
No. 39A— Member, American Institute of Account­
ants. Certified public accountant of New York, 
New Jersey and Pennsylvania; two years' college; 
20 years’ in public accounting, 8 years as principal. 
Has also had several years’ experience with large 
accounting firms and has held the treasurership of 
a well-known corporation. Would prefer position 
in New York. Salary $5,000.
No. 188A— Member, American Institute of Accoun­
tants. Certified public accountant of Illinois and a 
chartered accountant of England. Has been in prac­
tice on his own account and has been associated
with large accounting firms for many years. Has 
specialized in industrial and commercial surveys, 
systems, and audits for stockbrokers and investment 
bankers, investigations for trust estates. Has also 
held executive positions, such as treasurer and 
comptroller of manufacturing concerns. Salary 
open.
No. 430A— Member, American Institute of Account­
ants. Certified public accountant of New York. 
Graduate, New York University. About six years’ 
public accounting experience with well-known 
firms. Has acted as comptroller of a large pack­
ing company. Public accounting experience con- 
cerned mainly with public utility and industrial 
concerns. Salary open.
No. 439A— Member, American Institute of Account­
ants. C. P. A. of Virginia. College graduate, 
special courses at Columbia and New York univer­
sities. Has had approximately 19 years’ public 
accounting experience, 9 on own account. Desires 
position in the east. Salary open.
The employment exchange also has appli­
cations from a few semi-seniors and juniors 
with public accounting experience ranging 
from 2 to 7 months.
HERE AND THERE
Clarke, Oakes & Greenwood, New York, 
announce the removal of their offices to 80 
Broad street.
Ernest Crowther, 239 Fourth avenue, Pitts­
burgh, announces the continuation of practice 
under the name of Crowther & Co.
Eppler, Botz & Sangster, New York, an­
nounce that Edwin D. Frost has been admitted 
to partnership in the firm.
John F. Forbes announces his retirement 
from the firm of Haskins & Sells for the pur­
pose of engaging in individual practice as con­
sulting accountant and economist, with offices 
in the Crocker building, San Francisco.
Announcement has been made that the firm 
of Griffith, Rockey & Co., Philadelphia, has 
been dissolved as of December 31, 1931.
Horace P. Griffith and Robert H. Rissinger
announce the formation of a partnership under 
the style of Griffith & Co., with offices in the 
Bankers Trust building, Philadelphia, and at 
Reading, Pennsylvania, and Camden, New Jer­
sey.
Announcement has been made that the 
partnership practising under the style of Ling­
ley, Baird & Dixon, New York, has been 
terminated by agreement as of December 31, 
1931.
Richard T. Lingley, Charles A. Bennett, 
John F. McCabe, Thomas J. King and George 
Sampson announce the formation of the firm 
of R. T. Lingley & Co., with offices at 120 
Broadway, New York.
Charles S. Rockey, Thomas W. Evers, W ill­
iam H. Welcker, David M. Fillman and Sydney 
V. Young of Philadelphia announce that they 
will hereafter practise under the name of Pace, 
Gore & McLaren, with offices in the Bankers. 
Trust building.
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American Institute Examinations
May 12th and 13th have been selected as the 
dates for the spring examinations of the Ameri­
can Institute of Accountants. Persons desiring 
to try the examinations should file their appli­
cations not later than March 15th.
Valuation of Bank Investments
It has been reported that the comptroller of 
the currency has altered instructions to national 
bank examiners issued last summer with refer­
ence to valuation of bonds owned by national 
banks.
In August, 1931, the comptroller issued a 
statement that banks would not be required to 
charge off depreciation on bonds of the United 
States government, states, counties, or muni­
cipalities or of other bonds highly rated by 
standard investment-rating services. A charge- 
off of depreciation on defaulted issues was re­
quired. The requirement that 25 per cent. of 
depreciation on other bonds be charged off at 
the time of each examination remained in ef­
fect.
The comptroller is now of the opinion, it 
was reported in January, that the collapse of 
the market for securities has reduced quoted 
prices for sound bonds to distress levels out of 
any relation to intrinsic values. Accordingly, 
he has taken the position that banks will not 
now be required to charge off depreciation of 
any bonds, except defaulted issues, with the 
qualification that the general condition of the 
bank or circumstances in a particular case may 
vary this ruling.
Elections
In the absence of protest the president of 
the Institute on February 1st declared elected as 
members and associates of the Institute the fol­
lowing applicants who had been recommended 
by the board of examiners and approved by the 
council:
Advanced to Membership:
Harry P. Baumann, Chicago 
John M. Miller, St. Joseph, Mo.
George F. Sampson, New York 
William A. Waymouth, San Juan, P. R. 
Admitted as Members:
William J. Davis, Birmingham 
James J. Dougherty, New York 
Arthur C. Droegmueller, Chicago 
Edwin D. Frost, New York 
David B. Galloway, New York 
Everett P. Green, Tulsa 
William R. Hassard, New York 
Joel Hunter, Jr., Atlanta 
P. H. Kerr, Kansas City, Mo.
Henry J. Lee, Providence 
Rene J. LeGardeur, Sr., New Orleans 
Carl W . Lutz, Chicago 
John F. McCabe, New York 
Laurence B. Maddison, Boston 
Ralph W . Muschett, New York 
Monteath Ruston, New York 
Alfred J. Simon, New York 
Willard A. Tripp, Chicago 
Admitted as Associates:
Frank A. Beeton, San Francisco 
I. Edward Biller, Boston 
Joel D. Harvey, Boston 
Louis H. Keightley, Sioux City
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Maximilian C. Lenk, Jersey City 
Richard F. Lumbard, Dallas 
Robert Penn, Chicago 
Cecil W . Riggin, Memphis 
Robert F. Roberts, Beaumont, Texas 
Maurice H. Stans, New York 
Edward R. Stevens, Buffalo 
Kingsley Tufts, Los Angeles
Book-selling Service
The book-selling service inaugurated this 
year by the American Institute of Accountants 
has met with a gratifying reception. The Janu­
ary, 1932, Bulletin and The Journal o f  
Accountancy for January and February, 1932, 
contained announcements of the opening of a 
book shop on the ground floor of the Insti­
tute’s building at 135 Cedar street, New York. 
In conjunction with the shop a mail-order ser­
vice is being conducted, so that out-of-town 
accountants may order through the Institute 
technical books of all publishers, at regular 
prices.
Orders for books began to reach the Insti­
tute immediately after publication of these 
notices and many members have commented 
favorably upon the new service.
The book shop is considered a particular con­
venience to the many members and other ac­
countants whose offices are in the downtown 
section of Manhattan, but the mail-order ser­
vice is recognized as peculiarly advantageous to 
out-of-town members to whom no technical 
book store is readily available. The possibility 
of ordering all books on accounting and related 
subjects through a single channel obviates the 
necessity of writing direct to the various pub­
lishers of technical works to order books which 
are desired for offices and libraries. Books may 
be ordered by title and author only, if the 
name of the publisher in any case is not known 
to the purchaser.
The brief experience of the book shop indi­
cates that its service has stimulated the sale of 
the Institute’s own publications.
The new venture into the field of book-sell­
ing, it is believed, is a logical step in the In­
stitute’s programme for publication and dis­
semination of accountancy literature in which 
the library, The Journal o f Accountancy and 
the American Institute Publishing Co., Inc., 
participate.
C. P. A. Title in West Virginia
Only accountants who have been awarded
C. P. A. certificates by the West Virginia board 
of accountancy may be permitted to practise as 
certified public accountants in that state, ac­
cording to an official interpretation of the ac­
countancy act by the attorney-general in a let­
ter to the board dated January 21, 1932. The 
accountancy law itself appears to contain no 
provision for recognition of C. P. A. certificates 
of other states, and the attorney-general infers 
that certified public accountants of other states 
who wish to practise under that designation in 
West Virginia must present themselves for ex­
amination before the local board. It is pointed 
out also that the law provides residence or 
maintenance of a place of business in West 
Virginia as a prerequisite for examination for 
the certificate. Following is the full text of the 
attorney-general’s letter:
January 21, 1932.
Mr. David A. Jayne,
President, West Virginia Board of Certified 
Public Accountants,
Charleston, W . Va.
Dear Mr. Jayne:
W e are in receipt of your inquiry in which you 
ask if a certified public accountant of a foreign 
state may come into this state for the purpose of 
making an audit and certify thereto as a public ac­
countant without violating the law pertaining to the 
practice of certified public accountants of this state. 
You also ask if persons who do not hold certificates 
as certified public accountants under the laws of this 
state can make audits and certify to them as certi­
fied accountants.
The law governing certified public accountants is 
contained in the Code (ch. 30. art. 9 ) .  The quali­
fication of any person to practise in this state as 
a public expert accountant, commonly designated and 
known as a certified public accountant, is fully set 
forth in Code, 30-9-1. This section specifically pro­
vides that all persons who desire to practise as certi­
fied public accountants must secure a certificate from 
the state board of certified public accountants, that 
such persons must be over the age of twenty-one years 
and of good moral character, and that such persons 
must be either, first, citizens of this state, or, second, 
citizens of other states, but who have an office in this 
state. Section 2 of said article specifically provides 
that such certificate may be issued by the board only 
after a person has successfully passed an examination.
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Specifically answering your first question, you are 
advised that a certified public accountant of a foreign 
state (1 )  must have an office in this state, (2 )  must 
successfully pass an examination held by the state 
board and (3 )  must secure from the state board 
a certificate before he may make an audit in this 
state as a certified public accountant. As to your 
second question, any person who makes an audit in 
this state and certifies to such audit as a certified 
public accountant, as a public expert accountant, or 
as a certified accountant, without having a certificate 
from the state board, is thereby violating the law.
Permit us, however, to make this observation, that 
the law does not inhibit any person from making 
an audit in this state, provided such person does 
not certify to such audit as a certified public ac­
countant, as a public expert accountant, or as a 
certified accountant. Moreover, the law as to certi­
fied public accountants does not apply to audits of 
public offices under the supervision of the state tax 
commissioner who is ex officio the chief inspector 
and supervisor of public offices.
Very truly yours,
H o w a rd  B . L e e , Attorney General,
By W . E l l i o t t  N e f f l e n ,  Assistant.
Stock Exchange and Corporation 
Reports
Under date of January 12th the committee 
on stock list of the New York stock exchange 
sent a letter to the chief executives of corpo­
rations whose securities are listed on the ex­
change, outlining requirements with respect to 
accounting practices in annual reports and state­
ments. Among the items was a provision that 
the text of the auditors’ certificate should be 
given when accounts have been audited by pub­
lic accountants. Following is the full text of 
the letter:
January 12, 1932.
To the President 
D e a r  S ir :
In line with our constant efforts to secure reason­
able uniformity in annual reports for the benefit of 
listed companies, their shareholders, accountants, and 
the investing public, this committee is herewith ad­
vising you of its general attitude as to the following 
features of such reports:
(1 ) When the books and accounts have been 
audited by public accountants, the text of their 
auditor’s certificate should be given.
(2 ) The number of shares of capital stock, both 
common and preferred, authorized by the charter and
the amount outstanding should be shown in the bal­
ance-sheet.
(3 )  The number of shares and the amount of 
holdings of own unretired stock and bonds should 
be separately disclosed, with indication of the valu­
ation and the basis at which carried.
(4 )  Surplus should be separated at least into 
capital surplus and earned surplus. If all surplus 
is earned surplus (representing realized profits) it 
should be so designated.
(5 )  Any changes for the period covered in either 
capital surplus or earned surplus should be indi­
cated by adjustments thereto.
( 6 ) Differences between cost and subsequent re­
tirement or resale of the company’s own stock should 
be fully disclosed. This committee prefers that 
such differences be reflected directly to the capital- 
surplus account, especially where common stock, and 
preferred stock without compulsory retirement 
features are involved. There is, however, some dif­
ference of opinion among accountants upon this 
point, and there are those among them who con­
sider that such differences may properly be reflected 
in earned surplus instead of in capital surplus. 
Listed corporations are generally under agreement to 
submit future statements to stockholders in the same 
form as those contained in the listing application. 
Where it has been the practice of such corporations 
to reflect any so-called profits arising from these 
transactions through the capital-surplus account, this 
committee feels that it would be a violation of the 
agreement in question should any change in the prac­
tice be made. Until further consideration of the 
matter, however, no objection will be made if cor­
porations whose practice in this respect is not af­
fected by the agreement to publish in the same form 
should follow the advice of their accountants upon 
this point, provided full disclosure of the source of 
such additions is given and that the transactions are 
included directly in the surplus account and not in 
the income account.
(7 )  Full disclosure should be given of any change 
since the previous annual report in the basis of 
valuation in investments, inventories, or property ac­
count.
(8 )  Full disclosure of any change in the depre­
ciation policy should be given.
(9 )  If other income represents a substantial part 
of total income, the principal component items of 
other income should be disclosed.
(10 ) This committee does not deem it advisable 
to establish at this time requirements as to the 
method by which revised or fluctuating rates of
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foreign exchange should be reflected in the consoli­
dated balance-sheets or earnings statements of listed 
American companies having foreign subsidiaries sub­
ject to these factors, or in the parent-company state­
ments of listed American companies themselves 
having assets, liabilities, or earnings similarly af­
fected. Irrespective of the method followed, dis­
closure should be given of the basis on which such 
items are reported.
(1 1 ) A list of officers and directors should be 
included in the report.
This circular letter is not intended to affect in any 
way cases in regard to the above points which al­
ready have been taken up individually with this 
committee.
Yours very truly,
C o m m itte e  o n  S t o c k  L is t  
J . M. B. H o x se y  
Executive Assistant
English-speaking Accountants in Paris
The annual dinner of English speaking ac­
countants in Paris was held at the Hotel Conti­
nental, Paris, December 17, 1931. One hun­
dred and seventeen persons were present. The 
guests of honor included H. L. H. Hill, presi­
dent of the Institute of Chartered Accountants 
of England and Wales; H. Morgan, president 
of the Society of Incorporated Accountants and 
Auditors; William N. Taylor, president of the 
American Chamber of Commerce, Paris; C. G. 
Henderson, president of the British Chamber 
of Commerce, Paris; William L. Finger, Ameri­
can Assistant Commercial Attache, and A. H. 
Yeames, British Commercial Secretary.
Following the loyal toasts C. H. Evans, who 
presided at the meeting, proposed toasts to the 
president of the institute and the president of 
the society. In the course of his remarks he 
referred to the association of English-speak- 
ing accountants in Paris during the past eight 
years. At the first annual dinner of the group, 
November 26, 1923, Mr. Evans said there was 
an attendance of eighty. The guests included 
Lord Plender and A. P. Richardson. Since then 
meetings have been held annually, he said, 
which have afforded opportunity for social in­
tercourse among the English-speaking account­
ants in Paris and their French colleagues, many 
of whom have already obtained by examination 
the new title of "expert comptable” approved 
by the state. Mr. Evans urged the English and
American accountants in Paris to avail them­
selves of native assistance in building up their 
organizations, which he considered necessary if 
they hoped to take full advantage of all oppor­
tunities of progress.
Mr. Hill, in responding to the toast, spoke 
of the duties of auditors in view of legislation 
governing to some extent the form of finan­
cial statements and procedure of audit. He 
said that accountants should not be greatly con­
cerned with merely the minimum obligations 
imposed by law, but rather should take the lead, 
so that when fresh legislation is enacted there 
may be by that time an established practice in 
accountancy in advance of the requirements of 
present-day legislation.
Mr. Morgan, in responding to the toast, spoke 
of the large part played by English-speaking ac­
countants in the development of professional 
accountancy. The standards of ethics and con­
duct to which English and American account­
ants have voluntarily and instinctively con­
formed are in his opinion largely responsible 
for their success. In illustration of his remarks 
he quoted as follows from Ethics o f a Profes­
sion, published by American Institute Publish­
ing Co. "There are thousands of men to whom 
the written rule is unnecessary . . . An ac­
countant who will do things not quite in con­
sonance with the best tradition will not do the 
best work.” Mr. Morgan said that there prob­
ably has never been a time when auditors of 
public companies have been beset with so many 
doubts and difficulties, nor confronted with 
such intricate problems as at present. He 
briefly discussed several phases of contemporary 
conditions which were particularly responsible 
for difficulties in the path of accountants.
Toasts to the other honored guests were fol­
lowed by a vote of thanks to the chairman, after 
which the meeting was concluded.
Motor Accounting Company 
Changes Name
The secretary of state of Delaware has re­
ported amendment of the certificate of in­
corporation of the Motor Accounting Company, 
on January 12, 1932, changing the name of the 
organization to General Motors Management 
Service, Inc.
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New York and London Commercial 
Arbitration Service
The American Arbitration Association and 
the American Chamber of Commerce in 
London have concluded cooperative arrange­
ments for a New York and London commercial 
arbitration service, according to an announce­
ment of the arbitration association.
The service is said to have been made avail­
able beginning January 11, 1932.
The president of the association, Lucius R. 
Eastman, states that the maintenance of the new 
service is one of the most important steps of 
recent years to benefit business men engaged in 
foreign trade, particularly in view of the recent 
abandonment of the gold standard by Great 
Britain and the imposition of high tariffs on 
imported goods, with the consequent possibility 
of differences arising out of contracts covering 
Anglo-American trade.
The association will furnish details about 
arbitration clauses in contracts to permit the 
contracting parties to take advantage of the ser­
vice, and about arbitration submission forms, 
rules of procedure, selection of arbitrators, cost 
of proceedings and legal enforcement of 
awards.
Reduction of Overhead to be 
Discussed by Taylor Society
The Institute has been requested to bring to 
the attention of its members a meeting of the 
New York Metropolitan section of the Taylor 
Society to be held on February 18th at the 
Fraternity Clubs, 22 East 38th street, New 
York.
The subject of discussion will be "Control 
and reduction of overhead in relation to de­
pression periods.” Walter Rautenstrauch, pro­
fessor of industrial engineering, Columbia Uni­
versity, will be the principal speaker, and Louis
F. Musil, treasurer, Cities Service Company, 
will lead the discussion.
The meeting will be preceded by a dinner 
at 6:15 p.m., the charge for which will be 
$1.75 if the reservation is made after February 
16th. A fee of 50 cents will be charged those 
who attend the meeting but are not present for 
the dinner. The secretary of the Metropolitan 
section of the Taylor Society is Marie Sealy, 
R. H. Macy & Co., Inc., 34th Street and Broad­
way, New York.
A special committee of the Atlanta chapter 
of the Georgia Society of Certified Public Ac­
countants has published a report on the verifi­
cation of merchandise inventories and the dis­
play of this item in financial statements. The 
report occupies ten printed pages, in addition 
to an extended bibliography.
Definitions of the term "merchandise inven­
tories,” procedure in inventory verification, and 
the display of inventory in financial statements 
are discussed in the report.
It has been announced that additional copies 
may be obtained at fifteen cents each from the 
treasurer of the chapter, L. F. Bennett, 354A 
Hurt building, Atlanta, Georgia.
Bank Recommends Periodic Audit
The following advertisement, recommending 
periodic audit of business firms by public ac­
countants, appeared in the Spokane Chronicle 
of January 27, 1932, at the instance of the 
Old National Bank & Union Trust Company 
of Spokane, Washington:
" P e r io d ic  A u d itin g — t h e  C h a r t  
a n d  C o m p a ss  o f  B u s in e s s
"The periodic audit, long recognized as an aid 
to sound banking, is equally valuable to business 
firms. It gives a comprehensive, up-to-the-minute 
picture of progress and of financial condition, and 
enables the management to plan a future based on 
accurate facts and figures.
"It helps to maintain the proper relationship be­
tween costs, sales, inventory and turnover.
"It provides stricter budget control, and stabilizes 
organization, system and order.
"It is a safeguard against the payment of unneces­
sary and excessive taxes.
"It reveals facts that enable a firm to check con­
ditions of waste, laxity or dishonesty that might 
become more serious if they remain undetected.
"It furnishes an outside viewpoint on operating, 
accounting and financial methods, frequently of the 
greatest value.
"It tends to keep business expansion within the 
limit of a firm’s financial capacity.
"It contributes specialized knowledge and inform­
ation on various important phases of business man­
agement.
"The Old National believes in and recommends 
periodic auditing and suggests that you discuss its 
benefits with a responsible public accountant.”
Verification of Inventories
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Banker Recommends Complete 
Accounting Reports
"The logical medium for the assembly of the 
facts and figures on which the bank determines 
credit rating is conceded to be the report of a 
reputable firm of public accountants,” Alex­
ander Wall, secretary of the Robert Morris As­
sociates, stated in a recent address. "Auditors 
are, under existing circumstances, frequently 
embarrassed by the fact that their client objects 
to their pursuing certain lines of inquiry or 
making certain types of comment in their re­
ports, and where such inquiry or comment is 
not absolutely essential, the auditors are natu­
rally compelled to follow their clients’ wishes 
in the matter. A good auditor will, of course, 
urge his client in the latter’s own best interests 
to permit him to make as comprehensive and 
informative a report as the situation seems to 
demand, but clients are often obdurate and in­
sist on restricting the scope of the auditor’s 
work and the text of his report to the minimum 
which, in the client’s opinion, will 'get by’ 
with the bank.”
Independent Audit of Counties 
Recommended
Periodical audits of the books of all county 
offices by independent auditors are strongly 
recommended editorially by the El Paso 
(Texas) Times of January 17th. The editor 
says, in part:
"An audit is now made of county records by the 
county auditor’s office. It may or may not be per­
functory. An outside audit should be thorough. It 
should consist not merely in checking figures but 
include a report of all the audit discloses of interest 
to taxpayers; where the money went and, particu­
larly, why.
"This would be helpful in revealing any big 
leaks, blunders or pay-offs in county government. 
Knowing such an audit would be made each year, 
or each two years, and that every item would be 
scrutinized, county officials would be on guard 
against wastefulness.
"The beneficial effect would be not so much in
George O. May delivered a lecture entitled 
"The accountant and the investor” at North­
western University, Chicago, January 11th, 
under the auspices of the William A. Vawter 
Foundation on Business Ethics.
checking up on the past as in safeguarding the 
future.
"It would not be necessary to go outside El Paso 
for a firm of auditors to do this work. To suppose 
that auditors would have to be brought from some 
other city in order to insure a thorough and un­
biased audit would convey an unwarranted inference 
against either the competence or the integrity of our 
local firms.
"Audit the books, but give the work to a local 
firm. And award it to some firm for a reasonable 
fee not on a competitive-basis which might 
result in too low a figure and hence too little work. 
In this, thoroughness should be sought more than 
cheapness.
"As for the expense. The Times is of the opinion 
that the right kind of audits would pay for them­
selves, over a term of years, in savings.
"The Times is of the opinion that citizens may 
call upon the county commissioners for an outside 
audit, specifying its need in connection with the tax 
levy, without going into the legal requirement of a 
citation of malfeasance in office.”
Public Accountants Active in Hotel 
Accountants’ Association
The list of officers, directors and committtees 
for 1932 of the Hotel Accountants’ Association 
of New York shows that several public account­
ants occupy important positions for the current 
year. H. E. Muller is a member of the board 
of directors and chairman of the legislation, 
publication and library committee, of which M. 
Rappaport is a member. Louis Toth occupies 
a place on the programme, entertainment and 
reception committees; Frederic W. Squires is 
chairman of the technical committee, and 
William J. Forster is a member of that com­
mittee. J. H. Stagg and Messrs. Forster, 
Rappaport, Squires and Toth are members of 
the accounting manual committee, the total per­
sonnel of which numbers twenty-one. The 
membership of the Hotel Accountants’ Asso­
ciation comprises hotel proprietors, accounting 
officers in hotels and public accountants whose 
clientele includes hotels.
Clem W. Collins has recently been appointed 
a member of the capital budget committee of 
the Denver planning commission and a mem­
ber of the tax committee of the Denver cham­
ber of commerce.
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C O U R T  D E C I S I O N
Accountants’ Claim for Services in 
Bankruptcy
A claim of accountants against a bankrupt 
estate was held prior to claims of or dividends 
to general creditors by the United States dis­
trict court, district of Nebraska, in the matter 
of M. E. Smith & Co., Inc. (52 F. (2nd) 212). 
The court ruled that the accountants were en­
titled to allowance of the claim as administra­
tion expense from unpaid dividends in the 
court clerk’s hands. Following is the full text 
of the court’s opinion, embodying the report 
of a special master:
In bankruptcy. In the matter of M. E. Smith & 
Co., Inc., bankrupt. On the application of the John 
M. Gilchrist Company for allowance and payment of 
a claim.
Claim allowed, and payment thereof directed.
The report of Herman Aye, special master, is as 
follows:
This matter having been referred to me as special 
master, to hear the parties, take testimony, and re­
port my findings of fact and conclusions of law, I 
report as follows:
The application of the John M. Gilchrist Com­
pany, certified public accountants of Omaha, sets 
forth in substance: That during the year 1927 and 
part of the year 1930, inclusive, the claimant, under 
authority of an order of the referee, made a detailed 
and comprehensive audit of the bankrupt estate for 
the purpose of revealing the true financial condition 
of the bankrupt; that, upon the sale of the assets, 
the claimant was authorized by the referee in bank­
ruptcy to handle the accounts of the trustee, check­
ing the receipts and disbursements monthly, recon­
ciling the banks, computing the interest allowances, 
posting the cash records, making a typed monthly 
report thereof for the formal records of the trustee, 
and furnishing information to the trustee from the 
voluminous records of the bankrupt; that during the 
entire time of the trusteeship claimant made regular 
monthly examinations and reports for and on behalf 
of the trustee; and that there is a balance due of 
$1,029.75, for the accounting services so rendered to 
the trustee.
The application further sets forth that in the 
summer of 1930 Mr. John M. Gilchrist, who ap­
pears from the testimony taken to have been one of 
the partners who customarily acted for the claimant 
in the collection of its accounts, was abroad, and
upon his return in September, 1930, found that a 
final dividend had been declared and the trusteeship 
terminated without claimant’s claim having been 
paid.
Attached to the sworn application is a written 
statement of John U. Loomis, the former trustee in 
bankruptcy of M. E. Smith & Co., in which he sets 
forth that the claimant performed services for him 
as such trustee, consisting of making monthly bank 
reconcilements, posting cash book and checking of 
records during the period from January 1, 1927, to 
February, 1930; that such services were performed 
with the knowledge and consent of the referee in 
bankruptcy, and were, in the opinion of the former 
trustee, of the reasonable value of $1,029.75; that, 
as such trustee, he would have recommended the 
payment of the claim for that amount had such a 
claim been made during the administration of the 
bankrupt estate. The former trustee further sets 
forth that there is now on hand in the registry of 
the clerk of this court, on account of unclaimed 
dividends in this bankruptcy matter, the sum of 
$1,158.68, and the former trustee suggests to the 
court that claimant be paid said sum of $1,029.75 
by the clerk of this court, and that said amount be 
charged against the amount in the hands of the 
clerk which was paid to the clerk as unclaimed 
dividends.
The undersigned took the testimony of Mr. Elton
C. Loucks, one of the partners of the claimant firm, 
and it appears from his testimony that by and with 
the authority and consent of the referee in bank­
ruptcy, and at the request of the trustee in bank­
ruptcy, the claimant firm performed accounting ser­
vice for such trustee in bankruptcy, and that there 
is a balance due for such services rendered the trus­
tee of the reasonable value of $1,029.75. It further 
appeared from his testimony that Mr. John M. Gil­
christ, one of the members of the firm, customarily 
presented the bills of the firm for payment of firm 
accounts, that said Gilchrist made, a trip to Europe 
while the bankrupt estate was in the course of ad­
ministration, and at a time when it did not seem 
probable that the estate would be closed before his 
return, but that it transpired that the final dividend 
to creditors was paid and the estate closed by the 
referee before the claim of claimant was presented 
to the trustee and referee for payment.
I find, therefore, as a finding of fact, that the 
claimant did perform accounting services for the 
former trustee herein, with the consent and approval
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of the referee during the years 1927, to and includ­
ing a part of the year 1930, and that the reasonable 
value of the unpaid balance due said claimant is the 
sum of $1,029.75 ; that said claim was, and is, a 
valid claim against said bankrupt estate as an ad­
ministration expense, and should have been paid be­
fore the declaration of any dividend, or at least be­
fore the declaration of a final dividend to the credi­
tors, and that the claimant has not been guilty of 
laches or negligent delay in presenting its claim for 
payment, but the failure to present said claim to the 
trustee, and to have the same paid during the course 
of administration, was, and is excusable. The trus­
tee should have seen to it that all expenses legiti­
mately incurred by him in the administration of the 
estate were paid before the final dividend to credi­
tors and the closing of the estate by the referee.
C o n c l u s io n s  o f  l a w
Section 2 of the bankruptcy act (11 USCA §11) 
provides among other things that: "The courts of 
bankruptcy as defined * * * are hereby invested 
* * * with such jurisdiction at law and in equity as 
will enable them to exercise original jurisdiction in 
bankruptcy proceedings, in vacation in chambers and 
during their respective terms, as they were on July
1, 1898, or may be thereafter held. * * * (1 5 ) make 
such orders, issue such process, and enter such judg­
ments in addition to those specifically provided for 
as may be necessary for the enforcement of the pro­
visions of this title.”
In Collier on bankruptcy (13th Ed.) vol. 1, p. 39, 
the author says: “Equitable Jurisdiction. A bank­
ruptcy court is a court of equity, seeking to administer 
the law according to its spirit and not merely by its 
letter. Proceedings in bankruptcy generally are in the 
nature of proceedings in equity, and frequently call 
for the exercise of full equity powers in the ascer­
tainment and proper enforcement of the equities of 
the parties; where this is so, the court may apply 
equitable rules and will be governed by equitable 
principles.”
Collier further says, volume 1, p. 43, par. ( e ) : 
"There are two distinct classes of jurisdiction con­
ferred upon courts of bankruptcy by this section: 
First, jurisdiction over the proceedings in bankruptcy, 
initiated by the petition and ending in the distribu­
tion of assets among the creditors and the discharge 
of or refusal to discharge, the bankrupt, etc.”
The above author further states, volume 1, p. 54, 
par. ( j ) :  "Practice in Bankruptcy Courts.— Courts of 
bankruptcy are always open for the transaction of 
business. It is expressly provided in this section 
that the jurisdiction conferred upon courts of bank­
ruptcy may be exercised, 'in vacation in chambers and 
during their respective terms’ * * * *. The general 
rule that the power of a court to modify its orders 
expires with the term at which they are granted, 
does not apply to a bankruptcy court, as a proceed­
ing in bankruptcy, from the time of its commence­
ment until the final settlement of the estate, is but 
one suit.”
Section 64b of the bankruptcy act (11 USCA § 
104(b) provides inter alia: "The debts to have 
priority, except as herein provided, and to be paid 
in full out of bankrupt estates, and the order of pay­
ment shall be: * * * (3 ) the cost of administration. 
* * *  ”
Section 62 of the bankruptcy act (11 USCA § 102) 
provides: "The actual and necessary expenses in­
curred by officers in the administration of estates 
shall, except where other provisions are made for 
their payment, be reported in detail, under oath, and 
examined and approved or disapproved by the court. 
If approved, they shall be paid or allowed out of the 
estates in which they were incurred.”
In Remington on bankruptcy, vol. 2, § 613, the 
author says: "Judge may dispense with referee and 
retain charge himself. Immediately upon adjudica­
tion, the case is referred to the proper referee to 
take charge of the administration of the estate. The 
judge, however, may, if he so desire, retain direct 
charge of the case after adjudication, as he must 
do before adjudication, and may dispense with the 
referee.”
The bankruptcy act itself, section 22a (11 USCA 
§ 4 5 (a ), provides: "After a person has been ad­
judged a bankrupt the judge may cause the trustee 
to proceed with the administration of the estate, or 
refer it (1 )  generally to the referee or specially with 
only limited authority to act in the premises or to 
consider and report upon specified issues. * * * ”
Wih reference to the payment of dividends, the 
bankruptcy act, § 66 (11 USCA § 106), provides 
among other things: "Unclaimed Dividends. (a) 
Dividends which remain unclaimed for six months 
after the final dividend has been declared shall be 
paid by the trustee into court. (b) Dividends re­
maining unclaimed for one year shall, under the 
direction of the court, be distributed to the credi­
tors whose claims have been allowed but not paid 
in full, and after such claims have been paid in full 
the balance shall be paid to the bankrupt.”
In the note to section 2351, Remington on bank­
ruptcy, dealing with the subject of summary jurisdic­
tion of courts of bankruptcy, the author quotes as 
follows from the following cases:
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In re Antigo Screen Door Co., 123 F. 249, 251 
(C. C. A. W is.) "W e take it that any court, whether 
one of equity, common law, admiralty, or bank­
ruptcy, having in its treasury a fund touching which 
there is dispute, may, by virtue of its inherent pow­
ers, determine the right to the fund thus in its pos­
session. Jurisdiction in that respect is an incident 
of every court. * * * A fund so possessed is in cus- 
todia legis and right to it only may be asserted and 
determined in the court which possesses it.”
In re McCallum, 113 F. 393, 394 (D. C. P a .): "It 
seems to me that the present application in the ordin­
ary case of a claim against a fund in the hands of 
a court, and such claims the court in possession of 
the fund has the right to hear and determine. It 
is an incident to the power to distribute, and, except 
where this power is expressly so limited by competent 
authority that a claim to a share of the fund must 
be sent to some other court for determination, the 
court that has possession of the fund is the proper 
tribunal to decide all controversies concerning its 
ownership.”
In re Moody (D. C.) 131 F. 525, 529: "It is 
a familiar principle of equity jurisprudence that 
property in the custody of a court of equity is al­
ways held by it in trust for those to whom it right­
fully belongs; and the jurisdiction to inquire into 
and determine to whom it so belongs, and to that 
end to require all claimants thereto to present their 
claims within a stated time, or be barred of any in­
terest in or right to the property, is inherent in every 
court of equity.”
In re McBride & Co. (D . C.) 132 F. 285, 286: 
"The jurisdiction conferred on courts of bankruptcy 
by section 2, subdivision 7 of the act over bankrupt 
estates, 'to determine all controversies in relation 
thereto,’ is applicable to proceedings of this nature, 
where the property is actually in the possession of 
the court or its officer, and is subject to distribution 
under its directions.”
In re Orona Mfg. Co. (D. C.) 269 F. 855, 856: 
The court, in dealing with the question of power 
of the court over unclaimed dividends, said among 
other things: "The dividends in question are not 
being dealt with in a final way. The referee has 
merely ordered that they be paid into court, where 
they can still be claimed by the creditors entitled to 
them, and, if not claimed, will, according to the 
usual practice, be eventually divided among other 
creditors of the estate, unless too small in amount 
to justify the expense and trouble of so doing. This 
method of disposing of such funds seems to me 
reasonable, and to be unobjectionable on constitu­
tional grounds. It serves a very useful purpose in
enabling trustees to close out estates completely and 
finally, and concentrates unclaimed funds in the 
hands of the court, instead of scattering them among 
many trustees. The power to direct the disposition 
of small residues in bankruptcy cases is incident to 
the general power over bankruptcy conferred upon 
congress by the constitution.”
Discussion.
It is clear that under section 22a of the bank­
ruptcy act the court in this case could have ad­
ministered the estate through a trustee without ref­
erence to a referee. It is true that a trustee would 
have had to be elected for certain purposes; among 
other things to pass title to real estate, and to col­
lect and distribute the assets of the estate. After 
the collection of all the assets and distribution 
of dividends to the creditors and the closing 
of the estate by the referee, and the approval 
of his acts by the court, the referee’s jurisdiction 
ends, but the jurisdiction of the court does 
not. Certain duties are, by the very terms of 
the act, imposed upon the court after the estate is 
closed, namely, under section 66b (11 USCA § 
106(b ), "Dividends remaining unclaimed for one 
year shall, under the direction of the court, be dis­
tributed to the creditors,” etc. While the exact pro­
cedure for the distribution of the unclaimed divi­
dends by the court is not pointed out, I see no 
reason why the court could not, and probably should 
not, direct the clerk to make a dividend sheet, give 
notice to creditors, and send out the dividends as 
provided in the last-named section. In that event 
the court would undoubtedly have power to make 
orders for the payment of the expenses of the distri­
bution of the dividend. Other instances appear in 
the books of jurisdiction being exercised by the 
judge after the closing of the estate by the referee. 
In re Frank (D . C.) 278 F. 390, it appears that, 
after the bankruptcy estate had been entirely closed 
by the referee, the bankrupt petitioned to amend his 
schedules to change the name of a creditor payee of 
a promissory note. The court held that it had 
power to reopen the estate for that purpose, but that 
it was not necessary to exercise that power; that the 
court itself had such power and authority and ex­
ercised it and allowed the amendment to be made. 
And, in re Graff (D. C.) 242 F. 577, 582, the 
court held that it was within the jurisdiction of 
the bankruptcy court to grant an application for 
leave to turn property over to the estate and sell it 
in order to remove any question as to title from the 
failure of such property to pass through the hands 
of the bankruptcy court while being administered
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through the referee. The court said: "The appli­
cation of Nevins for leave to turn the property over 
to the estate, and to sell the same, is within the 
jurisdiction of this court to carry out, in order to 
make title to those assets as to which property was 
vested in the bankrupt estate, and as to which any 
question as to title may exist from the fact that they 
have not passed through the hands of the bankruptcy 
court.”
The court further held that, after the sale, the 
proceeds should not be paid to the bankrupt estate, 
but should be paid to one Nevins, who claimed that 
they were turned back to him in the bankruptcy pro­
ceeding while being administered by the referee.
As will be seen from the cases cited, "any court 
whether one of equity, common law, admiralty or 
bankruptcy, having in its treasury a fund touching 
which there is dispute, may, by virtue of its in­
herent powers, determine the right to the fund in 
its possession,” and, as stated in some of the cases, 
"it is a familiar principle of equity jurisprudence that 
property in the custody of the court of equity is al­
ways held in trust for those to whom it rightfully 
belongs, and the jurisdiction to inquire into and de­
termine to whom it belongs, * * * is inherent in 
every court of equity.”
It will be noted, too, that the judge could, in the 
first instance, have administered the entire estate 
without referring the case to a referee. It seems 
clear to me that the judge or court, as distinguished 
from the referee, must and does have power to 
further administer the estate in so far as it may be 
necessary, after it has been closed by the referee, 
where one has been appointed.
The claim of the claimant herein is one which 
should have been paid before the payment of any 
dividends. The fund now in the hands of the clerk 
does not belong unqualifiedly to creditors. They are 
entitled to their dividends only after all proper ex­
penses of administration have been paid, and no 
wrong is done them by now paying what is clearly 
a legitimate item of expense of administration, not 
previously paid.
I find, therefore, as a conclusion of law:
First, that the claim of the claimant is a valid and 
legitimate claim, to wit, an item of expense of ad­
ministration, which should have been paid prior to 
the declaration of any dividends.
Second, that said claim should now be paid out 
of the unclaimed dividends in the hands of the 
clerk; that the court has power and jurisdiction to 
so order claimant’s claim to be paid out of the said 
fund, and should do so.
I am returning herewith the application of John 
M. Gilchrist Company for allowance and payment 
of claim as an expense of administration with 
recommendation of the former trustee attached, and 
also the order of reference..
Alfred C. Munger and Crossman, Munger & 
Barton, all of Omaha, Neb., for applicant.
WOODROUGH, District Judge.
This matter, on the 13th day of August, 1931, 
having been referred to Herman Aye, as special 
master, to report his findings of fact and conclu­
sions of law, and having read and considered said 
report, said report and findings of fact and con­
clusions of law are hereby ratified, approved, and 
confirmed.
The court therefore finds:
( l )  That there is now in the hands of the clerk 
of this court the sum of $1,158.68, paid into the 
office of the clerk by the former trustee herein as 
unclaimed dividends.
[1] (2 )  That the John M. Gilchrist Company is en­
titled to have allowed for services performed for the 
trustee and for the benefit of this estate as an ex­
pense of administration a claim for $1,029.75, which 
should be paid out of the funds above found to be 
in the hands of the clerk of this court.
[2] (3 ) That through inadvertence said claim was 
not allowed and paid while this estate was being 
administered by the referee, but that said claim is 
and was entitled to priority of payment over the 
claims of or dividends to general creditors.
(4 )  That the amount involved as compared to 
the amount of claims allowed against said estate, and 
the expense, time, and trouble involved in the re­
opening of this estate, is such as to justify this 
court in exercising its discretion in refusing to re­
open said estate for the purpose of allowing the 
payment of said claim.
It is therefore ordered, adjudged, and decreed that 
this estate should not be reopened; that the claim 
of John M. Gilchrist Company for $1,029.75, for 
services performed for the trustee herein, and for the 
benefit of this estate, should be and hereby is al­
lowed in the sum of $1,029.75, as an expense of ad­
ministration ; that the clerk is hereby ordered and 
directed to deduct from said amount of $1,158.68,
first, the cost of this proceeding taxed as $---------- ,
second, a commission of 1 per cent., amounting to 
$11.58, and, third, to pay to the claimant herein, the 
John M. Gilchrist Company, the sum of $1,029.75, 
upon taking receipt in full from said claimant for 
said claim, and to pay to Herman Aye, as compen­
sation for his services as special master herein, the 
sum of $---------- .
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LEGISLATION
Restrictive Accountancy Bill in 
Kentucky
On February 5th an accountancy bill of the 
so-called two-class, restrictive type was intro­
duced in the legislature of Kentucky. The bill 
would prohibit the practice of public account­
ing except by certified public accountants or 
public accountants who had obtained certificates 
of authority from the board before January 1, 
1933. Certified public accountants of other 
states would not be prohibited from discharg­
ing engagements within the borders of Ken­
tucky arising as a result of their practice in the 
state of domicile.
Appointments to the state board of account­
ancy would be made by the governor, but the 
Kentucky Society of Certified Public Account­
ants might recommend persons for appoint­
ment.
The bill would permit the board to issue 
recognition certificates to certified public ac­
countants of other states if their original certi­
ficates were obtained by examinations equiva­
lent to those of Kentucky, or if the applicants 
had been in practice under the authority of such 
certificate for a period of ten years.
Massachusetts Bank Audits by C.P.A.’s
A bill has been introduced in the Massa­
chusetts legislature to add certain sections to the 
general laws relative to the auditing of accounts 
of banks. The bill provides for election of an 
auditing committee at the annual meeting of 
stockholders of a bank. The committee would 
cause at least once a year, and oftener if re­
quired by the commissioner, an examination of 
the accounts by a certified public accountant 
"not connected with said bank” approved by 
the commissioner. The provisions with refer­
ence to the scope of audit are as follows: ” . . .  
a thorough examination and audit of the books, 
securities, cash, assets, liabilities, income and 
expenditures of the corporation, including an 
accurate trial balance of the depositors’ ledger, 
for the period elapsed since the preceding ex­
amination and audit, or for such other period 
as the commissioner may prescribe. The said 
accountant shall personally direct and super­
vise the making of said examination and audit,
except that, with the consent of the commis­
sioner, he may verify a trial balance of the de­
positors’ ledger made by the bank within six 
months, and, with the consent of the commis­
sioner, such assistance as shall be necessary may 
be furnished by the bank. The accountant shall 
report to the auditing committee the result of 
his examination and audit, and at the next 
meeting of the trustees thereafter the committee 
shall render a report, which shall be read, stat­
ing in detail the nature, extent and result of the 
examination and audit, and their report and 
the accountant’s report shall be filed and pre­
served with the records of the corporation. The 
committee shall file with the commissioner a 
copy of the report of the accountant within ten 
days after its completion. The certified public 
accountant and the auditing committee shall 
certify and make oath that the reports made by 
them under this section are correct according 
to their best knowledge and belief. If the com­
mittee fails to cause to be made an examination 
and audit, including the accurate trial balance 
of the depositors’ ledger as herein provided, the 
commissioner shall cause them to be made by a 
certified public accountant in such form and 
manner as he may prescribe, and the expense 
thereof shall be paid by the bank.”
Under another provision of the bill the com­
missioner might himself make such an exami­
nation upon request of the auditing committee 
in lieu of an audit by a certified public account­
ant.
Audits by C. P. A.’s Provided 
in New York Securities Bill
In a bill introduced in the New York legis­
lature providing for a division of corporate 
securities to regulate the sale of certain securi­
ties within the state there is a provision that 
the department of state have authority to cause 
an examination of the books and records of 
dealers, solicitors, brokers or agents and to re­
quire semi-annual audit of the accounts of such 
dealers by a certified public accountant desig­
nated by the commission.
The provisions of the bill would not apply 
to governmental issues, securities listed on 
recognized stock exchanges or certain other 
classes of securities.
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In cases which do come within the jurisdic­
tion of the department it would have authority 
to make investigations, appraisals and audits 
before accepting securities for filing. In each 
case a detailed statement of assets and liabili­
ties of the issuer, with an income statement and 
an analysis of surplus account, would be sub­
mitted, in addition to other required data, to the 
department. The department would be em­
powered at any time before or after the filing 
of any statement to designate a certified public 
accountant to examine the books and records 
of the issuer and report to the commission. 
The commission would fix the compensation
of the accountant in advance, but his fees would 
be paid by the issuer.
One of the restrictions of the sale of securi­
ties which appears in the bill is denial of au­
thority to sell stock at a price in excess of its 
par value, or no-par stock at a price in excess 
of book value, unless evidence is presented that 
net earnings have been not less than 5 per 
centum for a period of at least one year imme­
diately preceding the application.
The bill is designated as Int. 41. It was in­
troduced in the assembly on January 11th but 
was later amended and recommitted.
COOPERATION WITH BANKERS
Missouri
On several occasions the St. Louis chapter 
of the Missouri Society of Certified Public Ac­
countants has arranged joint meetings with 
bankers of the city, but not until last fall was 
the plan adopted of proposing a number of 
specific questions which might be answered by 
representatives of the two groups.
At a meeting on November 19, 1931, the 
accountants answered six questions offered by 
members of the local chapter of the Robert 
Morris Associates, and representatives of the 
bankers’ group then discussed six questions 
which the accountants had proposed. The text 
of the questions and answers and most of the 
discussion has now been made available. An­
swers of accountants to questions of bankers 
are reprinted here for the information of mem­
bers of the Institute and other accountants who 
may be concerned with preparation for similar 
joint meetings. The bankers’ answers to ques­
tions put by accountants may be published in 
a later Bulletin.
Q u e s t io n s  s u b m itte d  t o  t h e  a c c o u n t a n t s  by  
R o b e r t  M o r r is  A s s o c ia te s  
Question No. 1 :
(a ) Merchandise purchased for "new season’s” 
business, which was on hand when the in­
ventory was taken, and the liability therefor, 
are frequently omitted from the balance-sheet, 
although the information concerning the pur­
chases is furnished in a footnote. In this 
case, title to the goods which actually have 
been delivered is in the purchaser. He is 
responsible for the goods, they are insured by
him and he is liable for them. Is not this a 
transaction which should be incorporated on 
the books and reflected in the balance-sheet 
regardless of the season in which the raw 
material is to be fabricated or sold?
(b) What is the proper handling in a financial 
statement of merchandise on consignment? 
Answer:
(a ) "The conditions set are evidently designed 
with the intent of fixing ownership of and liability 
for the merchandise received and held in the one 
described therein as the "purchaser.” Such owner­
ship and liability are accordingly premised, although 
one of the qualifications pointing to the establish­
ment of the premises, viz., the fact that the purchaser 
insures the goods, is not relevant and does not aid 
in their establishment, inasmuch as the holder of 
consigned goods, acting only in the capacity of agent, 
is frequently required to insure the goods so held.
"The conditions also premise, but by implication, 
that the transaction has not been recorded in the 
purchaser’s books of account. They are silent as 
to whether or not the purchaser has been billed for 
the goods and, therefore, as to whether the billing, 
if made, is currently or post-dated. For purposes 
of this discussion it is further premised that a post­
dated billing has been made.
"According to all teachings of accounting theory, 
this transaction should be recorded in the pur­
chaser’s books of account upon receipt of the prior 
of goods or invoice. An asset has been acquired 
and a definite, not a contingent, liability has been 
incurred. Entry of the invoice before receipt of the 
goods merely sets up an intransit inventory asset; 
receipt of the goods ordered fixes the liability with­
out an invoice; the post-dating on the invoice is 
one of its terms and does not alter the fact or the
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amount of the liability. It follows as a corollary 
that in the purchaser’s balance-sheet the merchandise 
in question should be included among his inven­
tories and the corresponding liability among his ac­
counts payable.
"So much for theory.
"In bookkeeping and accounting, however, the 
practices of our clients are the circumstances which 
frequently alter our report cases. Many seasonal 
lines of business, notably the wholesale dry goods 
business, have the established custom of not record­
ing transactions of the nature here under discussion 
until the beginning of the seasons for which the 
purchases were made. It is submitted that we can 
not compel a client to change his business practices, 
to record in his books of account any particular 
transaction. W e can, and generally do, urge such 
changes.
"Whatever our success or lack of it along these 
lines are, we are inescapably charged with the prepa­
ration of a balance-sheet which will reflect with sub­
stantial accuracy the financial condition of the 
client’s business as of a specific date, and transac­
tions of the nature here discussed should unques­
tionably be given effect in some way in this balance- 
sheet. If the transaction is not recorded in the 
books of account at the balance-sheet date, we 
should endeavor to convince the client of the de­
sirability and propriety, if not the necessity, of in­
cluding the value of the goods and the liability in 
the body of the balance-sheet. Failing of success in 
this direction, we can only and must insist on a 
balance-sheet footnote which will fully and clearly 
describe the conditions.
"It has always seemed to me that nothing in a 
financial statement draws attention to a given situ­
ation or condition with force equal to that of a foot­
note. It is an immediate indication of something of 
unusual and significant importance and is an integral 
part of the statement. If the subject of such a note 
is unimportant there is no need of a note.
"The certificate of audit or examination should 
also be considered in this connection. If the ad­
vance purchases in question are fully and clearly 
covered in a balance-sheet footnote, and the effect 
of their omission from the body thereof on the cur­
rent ratio is, therefore, readily calculable without re­
course to any other source of information, there ap­
pears to me to be no need of qualifying the certificate 
in any way.
(b) "Since merchandise on consignment may be 
either consigned in or consigned out, and since the 
question does not indicate which condition exists,
consideration will accordingly be given to both con­
ditions.
(The balance-sheet of the consignee:)
"There is a distinct divergence of opinion among 
accountants regarding the necessity of recognizing in 
a consignee’s balance-sheet any liability for goods 
owned by others but held by him. There is cer­
tainly no direct liability until the consignee has 
either sold or used such goods, in whole or in part, 
as the case may be. The true question, then, is 
whether or not the consignee has a contingent 
liability. My opinion in this connection may best 
be expressed by quoting from page 174 of William
H. Bell’s volume on Accounting:
'It is contended by some that a consignee has 
a contingent liability for the value of goods con­
signed to him, for the reason that in the event 
of failure to account for the goods they must be 
paid for. It seems to the author that if all the 
reasonable and customary precautions are taken 
against loss by fire, theft, or other casualty with 
respect to consigned goods as well as other goods, 
there is no more reason for recognizing a con­
tingent liability on account of the possibility of 
loss of consigned goods than of any other goods.
'Manifestly, if a concern is not protected by in­
surance, and its movable property is not properly 
guarded, there is a constant contingency of loss 
of most of its physical assets. It follows that no 
such contingency needs to be recognized if it is 
reasonably provided for by insurance or other 
protective means; and that property held for 
others constitutes no exception. There is, there­
fore, no contingency on account of consignments 
if the goods are insured and otherwise properly 
cared for; as a matter of fact there is not even 
the necessity of insuring the goods unless it is 
contemplated by the consignment agreement.’
"Since there is neither direct nor contingent 
liability on the part of the consignee, it would seem 
entirely unnecessary to include such consignments in 
his balance-sheet.
"Of course, if the consignee is in any material 
respect violating the terms of his agreement or con­
tract with the consignor, attention must be drawn 
to the condition in a footnote in the financial state­
ment.
"Furthermore, situations may conceivably exist in 
which the holding of consignments indicate import­
ant changes in financial condition or in business 
policies. In such cases, the consignments might 
well be shown in contra accounts or suitably de­
scribed in a footnote on the balance-sheet.
(The balance-sheet of the consignor:)
"Goods consigned to others for sale remain the 
property of the consignor and are usually charged 
to the consignees on memorandum invoices at sell­
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ing prices different from cost. Although such trans­
actions should be treated on the consignor’s general 
books as charges at cost to a consignment outward 
account and corresponding credits to inventories, 
they are frequently entered as accounts receivable 
and sales at prices different from cost. Where the 
latter condition exists, unless the amounts involved 
be so immaterial as to be negligible, the accounts 
receivable and sales accounts must be adjusted by 
reduction, and the unrealized profit eliminated by 
including the consigned goods in the inventories at 
lower of cost or market.
"As to the classification of properly valued con­
signed goods in the consignor’s balance-sheet: 
Where the consignments are of inconsiderable 
amounts, or even of material amounts if realization 
within a reasonable period of time appears probable, 
there should be no objection to including such con­
signments with the consignor’s other finished product 
or trading stock; where it appears that realization 
from these accounts will be relatively slow and they 
are of material amounts, they should be set out in a 
separate caption among the inventories.”
Question No. 2 :
(a ) In a consolidated balance-sheet where the 
parent corporation during the year makes sub­
stantial advances either by way of cash or 
merchandise, or other advances, to subsidiary 
or partly owned companies and when at 
statement date the amounts appear nominal, 
should not some mention in the certificate be 
made, indicating that during the year the ad­
vances to subsidiaries, etc., reached an actual 
amount of so much but at statement date 
they were liquidated to the figure mentioned?
(b) A corporation had a subsidiary which had 
issued a block of its bonds with the guarantee 
of the parent company. The bonds did not 
mature until three years after present state­
ment date. The auditor did not show con­
tingent liability of parent company because 
the bonds were not maturing for three years 
from statement date. W e claim liability 
should be shown when created.
Answer:
(a ) "In view of the fact that inter-company ac­
counts are eliminated in the preparation of a con­
solidated balance-sheet, and outside liabilities of the 
group are shown therein, it seems obvious that no 
reference need be made, in a certificate accompanying 
the statement, to inter-company transactions consum­
mated during a given period.
"I do not believe a certificate relating to a single 
balance-sheet of the parent corporation need contain 
any reference to inter-company transactions recorded 
during the period ended on the balance-sheet date, 
unless they are required to explain the basis for 
valuation of inter-company accounts at that date. An 
accountant’s certificate appended to a balance-sheet 
is in reality an opinion as to the financial condition 
as at the close of business on a certain date and as 
disclosed in the statement itself.
"If the accountant is satisfied with the valuation 
of inter-company balances which, of course, should 
be shown separately in the balance-sheet it is not 
his duty to mention in the certificate inter-company 
transactions consummated during the period if they 
appear to be regular and to have been made in the 
ordinary course of business. Furthermore, it must 
be remembered that the accountant’s engagement may 
call for a balance-sheet audit rather than a detailed 
one and it is quite likely that he may be able to 
satisfy himself with respect to the valuation of 
inter-company balances without a review of all trans­
actions with subsidiaries during the period. How­
ever, if it appears that the client has resorted to 
'window dressing’ through inter-company accounts 
in order that it (that is the parent company) may 
show a favorable current ratio the accountant should 
call attention to the facts in a detailed audit report 
to which reference may be made in the certificate. 
In that event the banker is put on notice that the 
complete report should be read in conjunction with 
the certified balance-sheet. If a complete report is 
not rendered it may be necessary in some instances 
to resort to a long form certificate or call attention 
to the facts in footnotes on the balance-sheet.
"I believe that as a general rule accountants would 
prefer that bankers call for and read the detailed re­
ports. Furthermore, they will be pleased to confer 
with the bankers relative to statements prepared by 
them if the bankers will have their clients issue the 
necessary instructions.
(b) "The contingent liability of the parent com­
pany originated when the bonds were issued by the 
subsidiary company; hence a balance-sheet of the 
present company as of a date subsequent to the is­
suance of the bonds should contain a notation in 
reference to the contingent liability. It is obvious, 
of course, that a consolidated balance-sheet of the 
two companies need contain no reference to the 
parent company’s contingent liability as the fixed 
liability will appear in the statement.”
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It is the practice of some accountants to show con­
densed profit-and-loss statement instead of 
spreading the items broad. Where the profit- 
and-loss statement is itemized, items may ap­
pear which are very necessary for the bank to 
know about, for example, interest charges, sal­
aries paid officers, etc. What is the attitude of 
the accountant regarding these items? Is he 
suppressing the information because it is his 
client’s statement, or is he disposed to give full 
statement of the facts?
Answer:
"It is not the practice of the public accountant to 
present a statement of profit and loss in connection 
with a so-called balance-sheet audit, that is, when 
the scope of the audit is restricted to accounts and 
financial records in so far as such accounts and 
records relate to assets, liabilities and capital.
"However, a summary statement, or even a de­
tailed statement of profit and loss, may be presented 
when test-verifications are made of accounts record­
ing profit and loss supplementing the chief purpose 
for which the audit is undertaken, namely, the 
preparation and certification of a balance-sheet. 
Specific items such as officers’ salaries and like are 
not usually shown on a condensed or summary state­
ment of profit and loss.
"A statement should not, as a rule, be presented 
by the public accountant that has not been prepared 
on the basis of audited records. Under certain con­
ditions the auditor may present a statement that 
has not been prepared on the basis of audited 
records. However, notation of that fact should be 
made in the statement. Preferably, the notation of 
that fact should be made as part of the heading of 
the statement.
"There is no hard-and-fast rule as to showing of­
ficers’ salaries on a statement of profit and loss, al­
though it is, under ordinary circumstances, the best 
practice to show officers’ salaries as a specific profit 
and loss item.
"It is to be noted that a portion of officers’ 
salaries may be properly included as 'supervision’ 
under 'cost of manufacture’ when an officer devotes 
all or part of his time to supervision of manufactur­
ing operations. Again, when a set-up of expenses 
is made under separate classifications for selling ex­
penses and for administrative expenses, a portion of 
officers’ salaries may properly appear under the sell­
ing expense classification set-up. Thus, officers’ sal­
aries may appear in three classifications of the state­
Question No. 3 : ment of profit and loss; (1 ) cost of manufacture;
(2 )  selling expenses; (3 )  administrative expenses.
"It is the common practice of the accountant to 
show interest as specific items on the detailed state­
ment of profit and loss. Interest may be shown 
'net’ when the amount deducted is of minor im­
portance. The best practice is to show interest in­
come under the heading of 'miscellaneous income’ 
and interest expense under the heading of 'miscel­
laneous expenses and losses.’ Interest and other 
special items, such as depreciation and the like ap­
pear, as a general rule, as specific items.
"The amount of detail appearing in a statement 
of profit and loss depends somewhat upon the pre­
supposed use to be made of the report. A report 
prepared for general circulation outside of the client’s 
organization may not contain the same detailed in­
formation as a report prepared, on the other hand, 
for a limited distribution for management purposes 
and like.
"However, it is not the practice, nor is it the in­
tent of the auditor to suppress information respecting 
profit and loss or other items. The public account­
ant is disposed at all times to present a full state­
ment of facts. An item of officers’ salaries may or 
may not be an essential statement of fact. If the 
auditor is aware that special importance may be at­
tached to a profit and loss item, or, if, in his 
opinion, there is necessity for bringing any such item 
into relief, the normal practice is to designate the 
item as a specific item on the statement of profit 
and loss, even when a condensed statement is made.
"In reviewing this answer it is to be noted, in 
respect to condensed or summarized statements of 
profit and loss: that under certain conditions it is 
good practice to present such statements; in respect 
to officers’ salaries, interest, and other profit-and- 
loss items: that the auditor charges himself with 
the responsibility, in connection with the statement 
of profit and loss, of presenting detail that, in his 
opinion, correctly reflects essential information; that 
he 'does not suppress information because it is his 
client’s statement, but is disposed to give full state­
ment of facts.’ ”
Question No. 4 :
A. B. Smith operates a manufacturing business 
known as the Smith Mfg. Co., which is unin­
corporated and of which he is the sole owner. 
In making an audit of this business, how far 
would the auditor go in determining and setting 
out in his report the personal liabilities of 
Smith outside of his business? For example,
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he might be indulging in extensive stock market 
operations or real estate transactions that would 
tempt him to withdraw capial from his business 
at crucial times to protect equities in such oper­
ations.
Answer:
"In the case of a sole proprietor there is no doubt 
that the auditor will take it upon himself to inquire 
into the financial position of the individual not only 
from a business but also from a personal standpoint. 
The procedure to be followed in each case will 
largely depend upon circumstances, but will consist 
in the main, of a thorough discussion with the client 
of his financial affairs, to be followed by the draw­
ing of a certificate setting forth that he does not 
owe any debts, either direct or contingent, aside from 
those which he lists in the certificate. The certifi­
cate, of course, must be signed by him. In the 
absence of fraud it is believed that the procedure 
outlined will disclose any information desired by the 
auditor and will produce satisfactory results. If 
fraud is suspected, the accountant will do well to 
withdraw from the case.
"If the auditor finds the client to be involved 
financially outside of his business, it is his duty to 
bring such a fact to the attention of the prospective 
creditor in an appropriate way. The question is a 
delicate one and must be handled with a great deal 
of tact in actual practice.”
Question No. 5 :
How far does the accountant go in attempting to 
develop contingent liabilities arising from con­
tracts, leases, and similar transactions?
Answer:
"The general answer to this question is that the 
accountant in a balance-sheet audit makes every ef­
fort to discover and disclose liabilities of every 
description.
"Contingent liabilities arise principally from con­
tracts, guarantees, discounted paper, and lawsuits 
pending.
"In verifying the liabilities under contracts, the ac­
countant makes excerpts of all important contracts 
and determines therefrom the amount of the liability 
under (a ) purchase agreements for merchandise, (b) 
repurchase agreements in respect of securities, etc., 
and (c ) contracts calling for large expenditures in 
the immediate future.
"Many large companies maintain in the secretary’s 
office a well indexed record of all contracts which 
is always available to the accountant. If no such
record is maintained and the contracts are in the 
custody of a number of officers, the accountant 
would ask each of the officers for a complete list of 
all contracts in his custody. Each officer would, of 
course, be expected to state over signature that the 
list was a complete statement of all contracts in his 
possession.
"It should also be mentioned that during the ex­
amination of the books and records the accountant 
frequently finds transactions not of a routine nature. 
His inquiry into the details of such transactions will 
usually disclose the existence of the contracts ap­
plicable thereto.
"Guarantees of securities of partly owned com­
panies and endorsements of customers’ paper are fre­
quently encountered. The accountant during his ex­
amination inquires into the company’s relationship 
with partly owned companies and always attempts 
to obtain balance sheets of such companies. A 
scrutiny of these balance sheets and a discussion with 
the client of the liabilities shown thereon usually 
discloses such guarantees. Contingent liabilities in 
respect of endorsements of customers’ paper are 
ascertained by correspondence with the clients’ 
bankers and by an examination of the correspondence 
files in the credit department.
"The accountant makes every effort to determine 
the liability for discounted paper by correspondence 
with the clients’ bankers and by an examination of 
the cashbook, notes receivable account, and the in­
terest account.
"I recall one case where it was the company’s prac­
tice to close the accounts receivable with notes which 
were immediately discounted at the bank. The 
notes were not recorded on the books, and the 
entries in the cashbook indicated that the accounts 
receivable had been collected. The bank, when 
asked for such liabilities, failed to state that it was 
holding about $75,000 of discounted paper, but dur­
ing the examination of the interest account the ac­
countant noticed charges for interest not applicable 
to the company’s bank loans. Upon inquiry the ac­
countant was advised by the client’s staff that these 
interest charges were on discounted notes. The 
matter was again taken up with the bank and the 
necessary information was secured.
"The liability for lawsuits pending is generally as­
certained by the accountant by discussion and corres­
pondence with the company’s attorneys.
"The minute book which is examined by the ac­
countant is usually a prolific source of information 
relative to contingent liabilities. It should also be 
mentioned that a certificate is always obtained from 
the company’s officials setting forth the estimated
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liabilities in respect of contracts, guarantees, dis­
counted paper and lawsuits pending.
"There is another contingent liability peculiar to 
oil companies. A lease is sometimes purchased for 
a total consideration of, say, $500,000 of which 
$200,000 is paid in cash and the remaining $300,000 
is paid in oil as produced. In this case the ac­
countant would be obliged to mention this contin­
gent liability on the balance-sheet as the oil com­
pany would receive only, say, 50% of free oil until 
such time as the liability payable in oil was liqui­
dated. The accountant can ascertain the amount of 
this liability by reference to the records of the crude- 
oil production department.”
Question No. 6 :
Is it considered ethical by the accounting profes­
sion for an accountant to place himself in a 
position of an advocate and intercede on behalf 
of his client for a line of credit from a bank? 
Does not such an attitude tend to bring into 
question the impartiality of the audit?
Answer:
"The profession of accountancy as a profession is 
based upon impartiality. Without such a basis ac­
countancy could never attain the rank of a pro­
fession. This has been the rich soil in which 
accountancy has prospered. I feel that there is no 
profession in which the cause of impartial opinion 
is so jealously guarded as in the accounting pro­
fession.
"An advocate is considered as one who espouses or 
pleads a cause for another. While it is true that 
the accountant at times must assume the role of ad­
vocate in such matters concerning tax problems, legal 
disputes involving accounting problems and the like, 
it appears that the accountant who places himself in 
the position of an advocate on behalf of his client 
for a line of credit is acting unwisely even though 
he may impartially present the facts. Through his 
advocacy he might be considered by others as espous­
ing only one side of the cause which in all prob­
ability would lead the banker or creditor to assume 
that the accountant is partial in the matter.
"Viewing this proposition as one involving ethics, 
I feel that the accountant might not be considered as 
violating the ethics of the profession but in my 
opinion is acting very unwisely. This question ap­
pears to me to be one not necessarily involving 
ethics but wisdom or good sound judgment on the 
part of the accountant.”
At a meeting of the New York State Society 
of Certified Public Accountants, November 16,
1931, which members of the Robert Morris 
Associates had been invited to attend, the usual 
procedure was reversed and the entire session 
was devoted to responses by the bankers to 
questions asked by the accountants. Colonel 
Robert H. Montgomery, chairman of the New 
York State Society’s committee on cooperation 
with bankers, presided. His introductory re­
marks and the entire discussion have been re­
printed in pamphlet form for distribution to 
the members of the society. The text fills 
fifty-three pages and it has been announced that 
copies of the pamphlet may be obtained at 25 
cents each from the offices of the society.
Pennsylvania
Chapters of the Pennsylvania Institute of 
Certified Public Accountants have held joint 
meetings with local bankers to discuss problems 
of mutual interest, and recently the question- 
and-answer method of discussion has been in­
troduced. In the last edition of the Pennsyl­
vania Institute’s official bulletin two questions 
submitted by members of the Robert Morris 
Associates at recent meetings are reprinted for 
the information of members. The questions 
are as follows:
Question No. 1:
Realizing that in audits, as in most other things, 
a concern gets about what it pays for, to what ex­
tent is a reputable auditing house justified in cutting 
down the scope of its work so as to meet the price 
which the client is willing to pay? This is a dif­
ficult point to answer in generalities, but it is perti­
nent at the present time, as in reading over auditors’ 
complete reports recently the trend seems to be 
toward cutting down the amount of verification 
work; while on the other hand from the standpoint 
of the company having the work done, it is not a 
cheap undertaking at best.
Question No. 2:
A recent audit contained neither an expression of 
opinion nor a certificate. The attention of the 
auditors was called to the omission and they stated 
that they preferred not to express any opinion or 
attach a certificate. It is their opinion that the banks 
are interested in getting the facts rather than in their
New York
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opinion. In this connection the difficulty of taking 
an accurate inventory was mentioned. If the auditor 
feels unqualified to express an opinion after work­
Missouri
Edward Fraser was recently appointed by the 
governor of Missouri to serve his fourth term 
as a member of the board accountancy of that 
state.
New Jersey
The New Jersey state board of public ac­
countants has announced that certified public 
accountant certificates have been issued to the 
following applicants: Casper B. Apple, Edward 
D. Bowman, Arthur Lawrence Brockway, 
Herman Broder, Frederick Cezar, Pierre L. 
Chambellan, Arthur A. Clay, C. Irving 
Dennett, John A. Farrar, Benjamin H. Garb, 
Abraham B. Greenberg, Morris S. Handler, 
Samuel Herzlinger, Edward A. Kracke, Milton 
Eugene Mandel, Harry M. Mand, Isaac Mann, 
John Joseph Morgan, Saul Picon, Henry 
Rosalsky, Abraham F. Rothfeder, Morris 
Rubenstein, Morris Seifer, Murray Simon, 
Harold B. Simpson, Rodney Fielding Starkey, 
Frank Thoburn, Henry Varay, Abraham 
Wellen, Jack Zingler and Robert Davis 
Seagraves.
Pennsylvania
Horace P. Griffith and Robert L. Wallace 
have been reappointed members of the Penn­
sylvania state board for examination of public 
accountants. William F. Marsh, Pittsburgh, 
and Henry W. August, Philadelphia, have been 
appointed to fill the vacancies caused by the 
resignations of Frank Wilbur Main and Joseph 
M. Pugh. The governor has not yet appointed 
anyone in the place of John McI. Smith, who
has also resigned. Robert J. Bennett will con­
tinue as secretary.
Announcement has been made that the 
following persons were successful at the No­
vember, 1931, examinations for the C. P. A. 
certificate of Pennsylvania: Lewis D. Byerly, 
Archibald Duncan Bruce, Arthur Russel Camp­
bell, Roland Johnson Christy, LeRue Colwell, 
Leo P. Cooney, Cornelius L. Cullen, Robert G. 
Dreslin, Arthur Reinhold Englehart, Carl 
Abram Fretts, Henry John Halliwell, Walter 
Simon Hiester, John A. Hollingsworth, Russel 
S. Hunsberger, Paul Katzen, Abram S. Kimmel, 
Harold J. King, Bernard E. Kopple, B. Sidney 
Krantz, Joseph Charles Langer, Joseph F. 
Leap, J. Stanley Lenox, Nathan S. Lepoff, 
Frank Hastings Letzkus, Jr., William Moreland 
Maneese, John Francis Regis McCartan, Henry 
Philip McCrory, Albert Howard Miller, 
Donald Palmer Morgan, Samuel J. Needleman, 
Ellsworth Carter Palmer, Walter Raymond 
Parshall, Thomas May Peirce, Jr., Harry 
Franklin Raudenbush, Jr., Charles Milton Rice, 
Daniel Wilson Rissinger, Gordon Bruce 
Schaefer, John H. Schenck, Henry Thomas 
Schug, Jack Amwake Shindle, Norman Harding 
Tracy, Howard Turkheimer, Jr., Judson Leroy 
Vosburg, Robert Lincoln Weller, Roy Ellsworth 
Williams, Roy Arnett Wright.
Tennessee
Robert L. Bright has been elected president 
of the Tennessee state board of accountancy, 
D. E. Short, Jr. has been elected secretary, and 
W. D. Marshall has been appointed to suc­
ceed Edward S. Elliott as a member of the 
board.
On January 28th Will-A. Clader, Philadel­
phia, addressed the Lions club of Del Rio, 
Texas, on "Confidence of the investor.”
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ing on a company's books, is the banker in a posi­
tion to do so, and can he justify a loan on such a 
balance-sheet ?
STATE BOARDS OF ACCOUNTANCY
Oscar R. Martin was recently appointed a 
member of the board of trustees of Bryan Me­
morial hospital, Lincoln, Nebraska.
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NEWS OF LOCAL SOCIETIES
New York State Society Discusses 
Appointment of Auditors
The desirability of election of independent 
auditors by stockholders of corporations, in 
comparison with the present method of ap­
pointment by the management, was discussed 
at a meeting of the New York State Society of 
Certified Public Accountants, January 18th. 
George O. May pointed out the advantages of 
election of the auditor by shareholders and 
Henry B. Fernald spoke on the unfavorable 
possibilities of such a practice. The advantages 
of appointment by the officers of a corporation 
were described by A. S. Fedde, and Morely S. 
Wolfe undertook to point out the disadvan­
tages. Warren W. Nissley discussed the bene­
fits which might be derived from election of 
the auditor by the board of directors and 
Norman E. Webster raised some objections to 
this proposal. Walter A. Staub, vice-president 
of the society, who was in charge of the pro­
gramme, discussed the corporation law of 
Massachusetts which for many years has re­
quired appointment of an auditor by the board 
of directors. Charles B. Couchman, president 
of the American Institute of Accountants, told 
of the interest in the subject which is being 
displayed in other states.
After general discussion, it was the sense of 
the meeting that it would be unwise for ac­
countants to advocate public action with respect 
to selection of auditors, but that they should
be fully informed of the advantages and dis­
advantages which might ensue from certain 
proposed methods of procedure, so that if legis­
lators or other interested parties should bring 
the matter to the fore the profession would be 
in a position to act effectively.
Oregon Society’s Scholarship Awards
A meeting of the Oregon State Society of 
Certified Public Accountants was held on De­
cember 16th. Accounting books which had 
been selected under the scholarship award plan 
of the society were presented to students of the 
University of Oregon, State College and 
Oregon Institute of Technology.
H. W. McIntosh spoke briefly on classifica­
tion of accountancy services.
Pittsburgh Accountants Oppose 
Retroactive Legislation
The following resolution was adopted at a 
recent meeting of the Pittsburgh chapter, Penn­
sylvania Institute of Certified Public Account­
ants, after consideration of the question of pro­
posed retroactive federal tax legislation:
RESOLVED, That the Pittsburgh chapter of the 
Pennsylvania Institute of Certified Public Account­
ants go on record as opposing any retroactive legis­
lation pertaining to federal taxes, and that the secre­
tary be instructed to send a copy of this resolution 
to the secretary of the Pennsylvania Institute of 
Certified Public Accountants.
OBITUARY
C. M. Burlingame
C. M. Burlingame of Brooklyn, New York, 
died at his home on February 1st at the age of 
59. Mr. Burlingame was a charter member of 
the American Institute of Accountants and a 
certified public accountant of New York. At 
the time of his death he was engaged in special 
accounting work for the Electric Bond and 
Share Company of New York. For many years 
he held the position of general auditor, treas­
urer and controller of the Royal Typewriter 
Company. At one time he was employed 
by the Underwood Typewriter Company as 
general auditor. Mr. Burlingame had also 
practised on his own account in New York.
Charles M. Neubauer
Charles M. Neubauer, an associate of the 
American Institute of Accountants, died at his 
home at Summit, New Jersey, January 7th, at 
the age of 44. At the time of his death Mr. 
Neubauer was comptroller of the Federal Tele­
graph and Kolster Radio groups, subsidiaries 
of the International Telephone and Telegraph 
Corporation. He was admitted to the Institute 
in 1920, and was at one time associated with 
the firm of Lybrand, Ross Bros. & Montgomery. 
Mr. Neubauer was a certified public accountant 
of Indiana and New Hampshire.
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Harry Mason Smith
Harry Mason Smith, a charter member of the 
American Institute of Accountants and a mem­
ber of the Institute’s predecessor, the American 
Association of Public Accountants, died Janu­
ary 16, 1932, in the Brooklyn hospital after a
brief illness. Mr. Smith was 55 years old. He 
held a certified public accountant certificate of 
New York. He was formerly controller of the 
Remington Typewriter Co. and at the time of 
his death was a partner of the firm Campbell, 
Smith & Co.
HERE AND THERE
LeRoy F. Bennett and Roy Karshner have 
announced the formation of a partnership un­
der the style of Bennett & Karshner, with of­
fices at 354-A Hurt building, Atlanta, Georgia.
Edwin W. Breyer, Cleveland, Ohio, an­
nounces the removal of his office to 1413 
Williamson building.
Black & Co., 902 Garrett building, Balti­
more, have announced that Edward G. Shipley 
has been admitted to partnership in the firm.
Eppler, Botz & Sangster, 60 John street, 
New York, announce the admission to partner­
ship of Edwin D. Frost.
Haskins & Sells announce that Andrew 
Stewart, New York, has been admitted to mem­
bership in the firm.
Haskins & Sells announce the appointment 
of Thomas H. Lawrence as resident partner at 
San Francisco, with offices in the Crocker 
building, to succeed John F. Forbes, who re­
tired from the firm as of December 31, 1931.
Haskins & Sells have announced the admis­
sion to partnership of Orion N. Hutchinson 
of Charlotte, North Carolina.
W. B. Lathrop, Chicago, announces the re­
moval of his office to suite 755, Old Colony 
building, 407 South Dearborn street.
Announcement has been made that the public 
accounting practice heretofore conducted by 
Geo. S. Olive under his own name and that of 
Pace, Gore & McLaren, will be conducted under 
the firm name of Geo. S. Olive & Co. The 
firm’s offices will remain at 328 Chamber of 
Commerce building, Indianapolis.
Charles F. Rittenhouse & Co., Boston, an­
nounce the removal of their offices to the First 
National Bank building, 1 Federal street.
Lawrence Scudder & Co. announce the open­
ing of an office at 727 Hightower building, 
Oklahoma City.
Paul S. Smith and W. J. O’Donnell, prin­
cipals of the firm of George A. Smith & Co., 
Worcester, Massachusetts, announce that their 
practice will be continued without change of 
firm style because of the death of George 
Arthur Smith, December 28, 1931.
Miller Bailey, Kansas City, has been appoint­
ed a member of the federal taxation committee 
of the Kansas City Chamber of Commerce.
Jean F. Barry, Dallas, after his appointment 
as assistant state auditor of the state of Texas, 
has designed and installed a system of account­
ing for the department of state and has re­
vised the form of state franchise-tax returns.
Harold E. Bell was recently elected controller 
of the city of Sharon, Pennsylvania. He has 
been chosen as a director of the Sharon Kiwanis 
club.
At the annual convention of the Louisiana 
Association of Personal Finance Companies, 
held at New Orleans, January 16th, Sidney S. 
Bourgeois, Jr., delivered an address on the pro­
fessional accountant’s functions in the personal- 
finance field.
Robert L. Chesnutt delivered an address on 
"Departmental profits” at a meeting of the 
Illinois Manufacturers’ Cost Association, Chi­
cago, January 25th.
Harvey C. Daines delivered an address on 
"Financial planning” at a meeting of the Auto­
motive Electric Association, Chicago, February 
2nd.
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"Budgetary control of church finances,” an 
article by Ralph G. Davis, Chicago, appeared 
in The Presbyterian Advance for January 28th.
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Spring Meeting of Council
The regular spring meeting of Council of 
the American Institute of Accountants will be 
held Monday morning, April 11th, at the 
offices of the Institute, 135 Cedar Street, New 
York.
Annual Meeting, 
American Institute of Accountants
Kansas City, Missouri, where the annual 
meeting of the American Institute of Accoun­
tants will be held, October 17 to 20, 1932, 
offers many attractions to visitors. Accom­
modations are plentiful, since the city contains 
a number of modern hotels and two clubs, 
the Kansas City club and the Kansas City 
athletic club, which offer every convenience. 
The committee on meetings has not yet made 
a selection of official headquarters.
There are several boulevards leading out of 
the city which provide the motorist with miles 
of pleasant driving through parks, attractive re­
sidential districts and open country.
The so-called country-club district is per­
haps the residential section of which natives of 
Kansas City are most proud. Beautiful homes 
and fine estates are grouped together in this 
neighborhood.
The opportunities for recreation are plenti­
ful. Several suburban developments near large 
lakes offer facilities for swimming and water 
sports and there are eight excellent golf clubs 
adjacent to the city, some of the finest of 
which can be reached in less than half an hour 
from the business section.
Twenty-seven miles from the heart of the 
city is Excelsior Springs, where there is a resort
hotel. The springs bring visitors from many 
parts of the country and two eighteen-hole golf 
courses near the hotel constitute an added at­
traction.
A tentative programme for the annual meet­
ing has been completed and is under con­
sideration by the committee on meetings. Sub­
jects of unusual interest have been selected for 
discussion and it is expected that the names of 
the speakers may be announced in the near 
future.
American Institute Examinations
The board of examiners of the American 
Institute of Accountants has set May 12th and 
13th as the dates for the next examinations. 
Applications for examination should be filed 
not later than March 20th.
Publications
A new edition of the Examination Questions 
of the American Institute of Accountants was 
placed on sale late in February. The book in­
cludes questions prepared by the board of 
examiners in the semi-annual examinations 
from May, 1927, to November, 1931, inclu­
sive. The Institute’s questions are used by 
more than two-thirds of the state and terri­
torial boards of accountancy of the United 
States in their C. P. A. examinations and the 
board of examiners believes that the new edi­
tion will be useful to students for purposes of 
review.
A companion volume containing unofficial 
answers and solutions to the questions and 
problems in the Institute’s examinations is in 
course of preparation by H. A. Finney and H.
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P. Baumann, who for many years have con­
ducted the students’ department in The Journal 
o f Accountancy. It is expected that the volume 
of unofficial solutions will be a most helpful 
supplement to the book containing the examin­
ation questions. The probable publication date 
of the book of solutions is June 1, 1932.
A third supplement to The Accountants’ In­
dex  will be on sale early in May. A sufficient 
number of advance orders for the supplement 
has been received to assure repayment of the 
cost of publication.
Law for  Laymen, by Harold Dudley Greeley, 
a review of commercial law for accountants, 
business executives and students preparing for 
commercial-law examinations, will also be pub­
lished about the first of May.
The manuscript of a book to be entitled 
Basic Standard Costs, by Eric A. Camman, has 
been completed and will be published in the 
late spring.
Orders for all books published under the 
Institute’s auspices or for books on accounting 
or related subjects issued by other publishers 
will be accepted by the American Institute Pub­
lishing Co., Inc., 135 Cedar street, New York.
The book shop recently installed on the 
ground floor of the building at this address 
has increased its stock and has provided an 
attractive display of accounting texts. Mail 
orders for books of all publishers will be filled 
promptly by the book shop.
Accountants and the Stock Exchange
In an address before the Accountants’ Club 
of America, New York, on January 25th, J. M.
B. Hoxsey, executive assistant to the committee 
on stock list of the New York stock exchange, 
discussed items in a recent letter which his com­
mittee had sent to the presidents of corporations 
whose securities are listed on the exchange. 
This letter was published in the Bulletin for 
February, 1932.
When the books of a company have been 
audited by a public accountant, Mr. Hoxsey 
said, his committee desires that the full text of 
the auditors’ certificates with any qualifications 
that appear in it be published in the report. 
His committee has not recommended that the 
books of all companies be audited by public 
accountants, although Mr. Hoxsey said that the 
possibility had been considered many times. 
When the question has been raised there have
always been some objections which seemed to 
make it impracticable at the time. He sug­
gested that accountants who audit accounts of 
listed corporations which present their reports 
without allusion to the fact that the accounts 
have been audited, or with a bare reference to 
the accountant, call the matter to the attention 
of the stock exchange.
The letter under discussion recommended 
that the number of shares of capital stock, both 
common and preferred, authorized by the char­
ter, and the number outstanding in the hands 
of the public be shown in the border of the 
balance-sheet or by footnotes. Mr. Hoxsey said 
that this information would permit investors to 
determine whether or not all the authorized 
stock had been issued. As a corollary, he con­
tinued, it follows necessarily that when a cor­
poration’s own securities have been reacquired, 
the number of shares or bonds so reacquired 
should be similarly indicated, and also the value 
at which such reacquired securities are carried.
The stock exchange requests that amounts 
realized from the retirement of the company’s 
own bonds or capital stock be fully explained 
in the reports or statements. Bonds are clearly 
an obligation of the corporation and a profit is 
realized when they are retired at less than their 
face value. This profit, Mr. Hoxsey suggested, 
should not be taken up in the current year’s 
income account but should be credited to sur­
plus. With the exception of preferred stock 
with a compulsory retirement feature, the re­
acquisition of which may be considered the dis­
charge of an obligation, it was Mr. Hoxsey’s 
opinion that a company can not make a profit 
out of transactions in its own capital stock, and 
that any excess should accordingly be credited 
to capital.
The exchange asks listed corporations to 
separate the surplus item at least into earned 
surplus and capital surplus. If it consists en­
tirely of earned surplus, which is considered as 
realized profits, it should be so designated. Mr. 
Hoxsey expressed the opinion that this separa­
tion is necessary in order that investors may 
distinguish profits realized by the corporations 
since organization which have not been distri­
buted to stockholders. It is also desirable, he 
said, that there be a clear relationship between 
the income reflected on the income statement 
and the surplus account in the balance-sheet. 
The latter also should be correlated with the
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surplus for the prior year. Any changes in sur­
plus other than those occasioned by income 
should be adequately explained. Frequently 
entries are made indirectly to the surplus ac­
count and it was Mr. Hoxsey’s opinion that 
such items, particularly those of considerable 
amounts, should be separately stated.
There should be full disclosure of any change 
since the previous report of the basis of valua­
tion in plant investment or inventories, accord­
ing to the stock exchange. Mr. Hoxsey stated 
that there is a tendency at the present time to 
write down plant value to a very low figure, 
the object of which is frequently to reduce de­
preciation expenses. While there can be no 
objection to writing down the plant to its cur­
rent value, he said, there is no justification for 
stating a value far below true present worth. 
It is, therefore, desirable that any such revalua­
tions be fully explained.
The stock exchange desires that any new 
change in depreciation policy should be fully 
explained in the report and that depreciation 
charges for the current year be separately shown 
in the income statement and the amount of de­
preciation reserves be separately stated in the 
balance-sheet.
Mr. Hoxsey said that there is a wide differ­
ence of opinion on the extent of ownership 
which justifies consolidation of the accounts of 
a subsidiary company with those of a control­
ling company. In some instances when owner­
ship of domestic companies is as great as 
eighty-five or ninety per cent. and of foreign 
companies one hundred per cent. the accounts 
have not been consolidated. He expressed the 
belief that reports of parent companies in such 
instances are not complete unless the income 
account reflects the undistributed equity in the 
current year’s earnings and the surplus account 
reflects the accumulated undistributed earnings 
of such subsidiaries.
Uniform System of Hotel Accounting
The Hotel Accountants Association of New 
York, through a special committee of which 
Major Francis Gorman is chairman, has begun 
revision of its official textbook, A Manual o f 
Hotel Accounting, after a period of five years. 
All persons and organizations in the United 
States interested in hotel accounts are to be 
consulted by the committee.
Sidney E. Sargent
Sidney E. Sargent died at the Hotel Lucerne, 
New York, Sunday, February 21st. Mr. Sar­
gent was a charter member of the American 
Institute of Accountants and a member of the 
Institute’s predecessor, the American Associa­
tion of Public Accountants. He was a certified 
public accountant of New York and had prac­
tised public accounting under his own name.
Natural Year in Shoe Industry
It has recently been reported that the Endi­
cott Johnson Corporation, shoe manufacturers, 
Endicott, New York, has changed its fiscal year 
to the twelve months ending November 30th, 
to correspond with the natural business year in 
the shoe industry, instead of the calendar year, 
on the basis of which accounts have formerly 
been kept.
Advantages of the Natural 
Business Year
The "Investors’ round-table column” of the 
Detroit Free Press for February 21st describes 
the advantages of adoption of the natural busi­
ness year as set forth by the Michigan Associa­
tion of Certified Public Accountants. It is 
stated that the complications of income-tax re­
turns under present economic conditions can be 
greatly mitigated by adoption of a fiscal-year 
closing.
A circular distributed by Weil, McKey & 
Co., commercial-paper brokers of Boston, lists 
the following arguments in favor of adoption 
of the natural business year:
” 1. If inventories are taken when they are at their 
lowest level and in an inactive season, less expense 
and inconvenience are involved, as well as fewer pos­
sibilities of error than at any other time.
"2. An operating statement taken at the close of 
a company’s active season is more satisfactory than 
one prepared in the midst of seasonal operations.
"3. Banks prefer the natural business year, both 
to relieve the peak period of work in their credit 
departments and also because they feel that a state­
ment prepared at the end of a company’s season is a 
better index of the accomplishments of the manage­
ment than a statement issued at an arbitrary date such 
as December 31st.
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"4. From an analytical standpoint the bureau of 
business research of the university of Michigan de­
clared that 'comparisons and statistical data made up 
from statements showing the results of a natural 
year’s operations are of much more value than similar 
information taken from statements prepared at closing 
dates that have no seasonal significance. Closing the 
books at an arbitrary date confuses the significance 
of any statistical averages owing to the inclusion of 
parts of two different seasons in the results.’
"5. There is a distinct advantage in a date other 
than December 31st for the annual statement, aside 
from seasonal fluctuations, in that auditors can give 
prompter and more thoughtful service at a time when 
there is less congestion of work than is inevitably the 
case at December 31st under present conditions.”
The circular also says that from the point of 
view of the business man there seems to be 
everything to gain and nothing to lose by mak­
ing the change to a fiscal year closing.
An argument in favor of the natural busi­
ness year which has not generally been empha­
sized is offered in a recent issue of The Finan­
cial Post, Toronto, Canada. After discussing 
the commonly known advantages of a natural 
fiscal year the article says, "There would be an 
investment value also. So many annual ac­
counts are reviewed in papers like The Finan­
cial Post in the first few months of the year, 
that only a few of them can receive the space 
they would be given if they were better divided 
among the months. There are weeks in mid­
summer when only one or two annual state­
ments are reviewed in this paper.”
It is believed that banks and other credit 
grantors would also be relieved of congestion 
if the corporate financial statements which re­
quire analysis were received at intervals rather 
than in a large group at the beginning of the 
calendar year.
Attorney’s Fees
The task of fixing the amount of attorney’s 
fees in a case involving large sums of money 
fell to a United States district judge in the re­
cent case of Irwin v. Swinney (45 F. 2d 890). 
In the court’s decision there is a statement of 
the elements to be considered in determining 
the value of an attorney’s services.
The judge stated that it was easy to set out 
what these elements are but not so easy to apply 
them. Among the things which he considered 
worthy of consideration were the time devoted
by attorneys to the case under discussion, the 
difficulties of their task, the amount involved in 
the controversy, the degree of success for which 
they were responsible, the basis upon which 
compensation had been fixed in advance (cer­
tain or contingent) the amount of compensa­
tion already received and the amount of com­
pensation generally allowed for services of 
similar character and quality.
In elaborating this catalogue the judge said 
that the time element was certainly of prime 
importance but in applying it one should con­
sider how much time was reasonably necessary 
for the services performed.
"No one would say that the lawyer who by 
a reasonable diligence could do what ought to 
be done in one month’s time should be paid 
twice as much because he has taken two 
months’ for the task.”
The judge found that the question involved 
in the case was simple in the sense only that 
a single problem was presented. The question 
involved, upon the answer to which the whole 
case turned, was a question of law. Preliminary 
research, which was comparatively slight, pre­
sented no major difficulties. No question of 
fact was involved.
The judge referred to the fact that legal 
encyclopaedias and digests have immensely 
simplified a search for relevant decisions on 
any question of law.
"But when all of that was done,” said the 
judge, "the real task had only just begun. 
The real work of the lawyer begins when the 
precedents have been found. Analysis of the 
decided cases, penetration of these cases to find 
the principles which underlie them, reasoning 
as to the right application of principles to facts, 
therein lies the real task of a lawyer, a task 
which demands for its best performance the 
highest powers of the human mind. Where 
one hundred can find the precedents, one may 
be discovered who can use them perfectly. 
There was only one Michelangelo, but there 
were thousands who could carry to him the 
chisels that he required or the brushes that he 
needed.”
The theory that the amount involved in a 
case should be considered in determining a 
proper fee received particular attention from 
the court. Among affirmative arguments he sug­
gested that in cases involving large amounts 
greater work necessarily will be done and
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heavier responsibility is undertaken by an attor­
ney. The value of the attorney’s services to his 
client again is increased by saving him large 
sums of money. "But,” continued the court, 
"there is a maximum of possible work to be 
done in a case which depends upon a question 
of law. More than that amount of work can 
not be done no matter what amount may be 
involved. If the work were to be graphically 
represented, it would be found that the curve 
would rise as the amount involved increased to 
a certain point and then would rise no further.
"Thus, if the trust fund here was $500,000 
it would still have been an amount so large as 
to have called for the maximum of possible 
effort. From the standpoint of the work in­
volved, it does not seem to me that any more 
work was called for or would have been done 
in a case involving $4,000,000 than in a case 
involving $500,000.
"While there may be an element of truth 
in the suggestion that the responsibility of a 
lawyer increases with the amount involved, I 
think that is somewhat doubtful if the word 
responsibility’ is given its ordinary and usual 
meaning.
"The lawyer is not responsible for the out­
come of the case. His responsibility is measured 
by his duty, and his duty in a case in which 
a question of law only is involved is fully and 
clearly to present the law which supports his 
contention. When he has done that, he has 
done all that he has any right to do and all 
that honorably he can do.
"Certainly his duty does not differ in quality 
as the amount involved in a case increases. Per­
haps his anxiety will increase with the amount 
involved and perhaps that increased anxiety 
will make more difficult the work he does, but 
here also the rising curve of possible anxiety 
soon reaches its highest point, and after that an 
increase in the amount involved does not bring 
with it a corresponding increase in the burden 
carried. It is very much to be doubted if the 
anxiety a lawyer feels (call it responsibility if 
you will) is greater in a case involving $4,000,- 
000 than in a case involving $500,000.
"The theory that an attorney who renders 
services in a case in which a trust fund is in­
volved has 'saved’ that fund and should be 
compensated therefor in proportion to the 
amount involved is scarcely tenable. That the­
ory proceeds upon the unwarranted assumption
that what has been saved would have been 
destroyed except for the efforts of the attorney, 
whereas it is the law which saves that which 
should be saved and destroys that which ought 
to be destroyed. Neither the attorneys nor the 
judges save anything.
"The service which both attorneys and judges 
render is to secure justice under and according 
to the law. The attorney renders great services, 
never to be minimized in value, but those 
services should not be valued upon any unten­
able theory. Certainly not upon that theory 
which gives to the man who rescues a sinking 
ship at sea in compensation for his services a 
percentage of the value of the ship. The min­
isters of the law are not to be compared with 
the unreasoning elements.”
The court also referred to the fact that the 
case before him involved the interests of the 
general public and mentioned that public ser­
vice generally should receive a smaller pecuni­
ary remuneration than that rendered to private 
persons, both because public service brings 
honor, which is a measure of compensation, 
and because the recognition of public service 
generally brings in its train other remunerative 
opportunities.
In concluding the opinion, the judge said: 
"After all, back of all of the things which it is 
said should be taken into consideration in de­
termining what is reasonable compensation for 
legal services lies the economic law of supply 
and demand. That law fixes what should be 
paid for a bushel of wheat and a loaf of bread. 
That law determines what is reasonable com­
pensation for the plumber, the carpenter, the 
blacksmith. It determines what is reasonable 
compensation for the surgeon and the lawyer.
"In the higher professions it is more dif­
ficult to apply that law than it is in the trades 
and in fixing prices of commodities, but still it 
is that law which at last governs and should 
govern in the matter.”
English Accountants’ Examinations
One thousand five hundred and six candi­
dates sat for the examinations conducted by the 
Institute of Chartered Accountants in England 
and Wales in November, 1931. Of the 587 
who sat for the final examination about 57 per 
cent passed; 54 per cent. of the 632 who sat 
for the intermediate examination were success­
ful, and 58 per cent. of the 287 who took the
5
Bulletin o f American Institute o f Accountants
preliminary examination received a passing 
grade.
Results of the examinations conducted by the 
Society of Incorporated Accountants and Audi­
tors in November, 1931, were published in the 
January, 1932, issue of the Incorporated Ac­
countants’ Journal. In the final examination 
281 candidates presented themselves, of whom 
48 per cent. passed. At the intermediate ex­
amination there were 384 candidates, of whom 
47 per cent. passed. Of the 145 candidates 
who sat for the preliminary examination 50 
per cent. passed.
Accountants Judged Not Guilty 
of Negligence
An action against accountants for alleged 
breach of duty in certifying the accounts of the 
West Hartlepool branch of the Maritime In­
surance Co., Ltd., was heard by Mr. Justice 
Roche in the King’s Bench division on October 
13th to 16th. Plaintiffs were the Maritime In­
surance Co., Ltd., of the Strand, Liverpool, and 
they sued William Fortune & Son, Church 
Square, West Hartlepool, chartered accountants, 
for £522 damages. The defendants denied the 
negligence alleged and pleaded that they were 
not employed as auditors, but were only en­
gaged to see that certain monthly returns were 
correctly made out from the books kept by the 
company’s servant.
The Incorporated Accountants Journal re­
ports the judgment as follows:
"His lordship, giving judgment, said this case was 
made the more difficult because of the fact that the 
employment of the defendant upon which a great 
deal turned started more than thirty years ago. There 
were three matters to be considered: (1 )  What was 
the scope of the employment? (2 ) Did the defen­
dants perform their duties or were they guilty of 
negligence? (3 )  Was the loss sustained by the 
plaintiffs the result of acts or omissions of Messrs. 
Fortune? What happened was that there was in the
employment of the West Hartlepool branch..............
a man who was no doubt up to a point of very real 
respectability, and who was esteemed and trusted by 
all who knew him. Unfortunately for some years 
before 1929 he permitted himself to use his em­
ployers’ money as if it was his own, and he covered 
his mis-dealings by omitting to enter in the books of 
account the receipt of considerable sums in cash and 
cheques. The question was whether the employment
and duties of Messrs. Fortune were such that they 
ought to have found out what (he) was doing.
"Two competing views as to the duties of Messrs. 
Fortune had been put before the court. He thought 
that their duty was not to conduct what might be 
called a full audit, nor was it simply to see that 
what appeared in the books was correctly stated or 
summarized in the monthly returns.
"Messrs. Fortune were appointed at the time when 
the branch was an agency and the books of the agency 
were in some confusion, although no suggestion was 
made against the honesty of the then agent. With 
the advice of the insurance company’s accountants 
there was a reorganization and it was arranged that 
certain books of account should be kept and certain 
returns made to the head office to summarize the re­
sult of the entries in these books. In his view the 
employment of Messrs. Fortune was limited to exam­
ining the books, seeing that they corresponded with 
the books that had to be kept, and in that sense see­
ing that they were adequately kept, and seeing that 
they were adequately summarized in the return to the 
head office. Of course, it would have been the duty 
of Messrs. Fortune to report on the matter if any­
thing suspicious had appeared on the books. In his 
view there was nothing which excited or ought to 
have excited their suspicion. They were not in 
possession of material which would have enabled 
them to allow whether the business of the branch 
was being satisfactorily conducted or whether the 
books of account truly showed the state of affairs of 
the branch. He thought that the misappropriation of 
money was not detected before it was because there 
was no system in vogue by which the cash received 
could be checked. The acts and omissions which 
brought about the trouble were not the acts and 
omissions of Messrs. Fortune & Son, and they had 
been guilty of no breach of duty or negligence.
"The counting of the cash would have been use­
less in the circumstances, and there was nothing 
which required them to go behind the books of ac­
count and examine the paying-in book. That was 
only done in cases where there was reason to suspect 
inaccuracy or dishonesty, and Messrs. Fortune had no 
reason to suspect that here.
"Judgment was accordingly entered for the de­
fendants, with costs.”
Accountants Study Government Costs
Four members of the American Institute of 
Accountants are included in the personnel of 
the public-finance committee of the civic de­
partment, Kansas City, Missouri, chamber of
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commerce. Francis A. Wright is chairman of 
the committee and George P. Jackson, vice- 
chairman. David B. Peter and Paul D. W ill­
iams are among the other fifteen members of 
the committee.
The committee is making an intensive study 
of Kansas City’s finances in an attempt to find 
means of decreasing local government costs so 
that excessive tax burdens may be avoided.
Accountants’ Services to Charity
The widespread contribution of accountants’ 
services to local charitable institutions is illus­
trated by the following comment in the Kansas 
Citian of Kansas City, Missouri:
"THE CHARITIES CAMPAIGN 
" W h a t  G o es  O n  B eh in d  t h e  Sc e n e s
"Perhaps you have wondered what happens to the 
subscription cards and money which the charity 
workers turn over in such large quantities to the 
team captains and generals of the various divisions 
during the week of the charity campaign. Do you 
realize each and every subscription is actually 
checked and audited while the campaign is in prog­
ress? This work falls to the accounting division. 
Would it surprise you to know that over $574,000 
in cash and cheques, representing the collections for 
the week, passed through the hands of the account­
ing division during the recent campaign?
"The personnel of the accounting division is com­
posed largely of men furnished by the public ac­
countants, banks and insurance companies of the city. 
Each year the ’general’ of the accounting division 
(Townley Culbertson) appeals for aid to the Kansas 
City chapter of the Missouri C. P. A. Society and to 
his brother bankers. Each year the response is im­
mediate and adequate. Usually some 50 or 60 men 
are engaged in examining the subscription cards and 
counting the currency and cheques which accompany 
the cards. Do you realize that every discrepancy 
between the original report of the collector and the 
subscription card itself has to be referred back to 
the collector and corrected? This year there were 
538 such discrepancies to adjust during the week of 
the campaign. This work must be kept up-to-date, 
as once the workers are finished with their part in 
the campaign, they return to their occupations and 
are scattered all over the city. Before the noon 
meetings, all of the previous day’s errors have been 
run down and adjusted. Saturday, however, is a 
heavy day, and it usually is 1:00 a. m. or so on 
Sunday morning before the last subscription has been 
audited. The accounting division can not indulge in
songs or noise. Their job demands quiet, steady 
plugging.
"The charities bureau is very appreciative of the 
work of the accounting division and also of the 
harmonious way in which this important part of the 
campaign is conducted. The accounting division has 
dealings with every other division, and it is greatly 
to everyone’s credit that, in spite of the air of ex­
citement which prevades convention hall during 
campaign week, the exacting task of reducing the 
campaign work to cold figures is effectively carried 
out.”
Audits of Building and Loan 
Associations Recommended
John F. Scott, president of the Minnesota 
Building and Loan Association, recommends 
audits by certified public accountants in an 
article recently published by Commercial West. 
The text of the article is, in part, as follows:
"In my opinion, the only safe procedure for a 
building and loan association or any other financial 
institution is to have its accounting system set up 
or at least approved by a certified public account­
ant. The accounting system of the Minnesota Build­
ing and Loan Association was originally set up in 
this manner, but naturally many minor changes have 
been effected from time to time in order to meet 
changing conditions and new problems as they have 
arisen.
"Owing to our large number of accounts it has 
become necessary to subdivide the individual ac­
counts into groups, each subdivision being confined 
either to a certain series or to a certain geographical 
group. This method has simplified the matter of 
daily and monthly balances and has greatly min­
imized the possibility of errors.
Of course, the most important phase of any ac­
counting problem is the matter of safeguarding the 
funds. In this respect the rigid execution of any 
system is of greater importance than the system 
itself.
"Our cash accounts are balanced daily and each 
sub-division of accounts is governed by a separate 
control account which is in charge of a person other 
than the receiving tellers who are responsible for the 
cash receipts.
"Every precaution is taken to afford a thorough 
check and balance on every transaction each day. In 
addition, our association has always followed a 
policy of having our accounts audited twice each 
year by a certified public accountant. When these 
audits are made every item of cash and every loan 
on the books of the association is checked and care­
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fully verified. As a further safeguard, the auditor 
makes a call for hundreds of pass-books to be for­
warded by individual members for the purpose of 
being audited. At each succeeding audit a new 
group of pass-books is verified in the same manner 
and in this way a very accurate check and verifica­
tion is obtained. All account cards are consecutively 
numbered and at each audit the numbers of 'live’ 
accounts are checked with the 'dead’ accounts which 
would disclose the absence of cards, if any had been 
wrongfully abstracted. These certified public ac­
countant audits are separate and entirely independent 
of the semi-annual audits conducted by the state 
banking department. . ."
The Accountant as Investment 
Analyst
Investment analysis is one service which 
public accountants are competent to provide 
and of which large-scale investors often avail 
themselves, according to a statement of the 
Michigan Association of Certified Public Ac­
countants, recently published in the Detroit 
Free Press. The article says in part:
"This does not mean that the certified public ac­
countant is willing to go so far as to recommend any 
type of security or any individual security, as is often 
done by professional investment counselors. The 
ethical safeguards thrown around the profession of 
public accounting prevent that. But the certified 
public accountant can and does gather and compile 
for the investor the certified facts regarding any 
stock or bond and the enterprise which issues the 
security. The accountant thus provides the investor 
with the best possible basis upon which to exercise 
his own judgment in laying out his money.
"The reason why a certified public accountant is 
perhaps best qualified to serve as fact finder for the 
investor lies in the fact that the accountant’s daily 
activities in auditing the books of all kinds of busi­
ness concerns gives him a broad background of know­
ledge as to how to obtain the basic facts regarding 
the condition and prospects of the company in whose 
securities the investor is contemplating an investment. 
And moreover, by training and experience the cer­
tified public accountants is qualified to ascertain the 
facts which indicate the trend of a particular indus­
try, and to interpret those facts as they affect the 
outlook of the company under investigation.
"The greatest factor of value in the investment 
analysis services of a certified public accountant, ac­
cording to the Michigan Association, is the fact that 
the accountant is trained and strictly held by his
professional standards to an attitude of unbiased 
judgment upon the matters concerning which he is 
asked to report. During the deflation period many 
investors saved many times the cost of their certified 
public accountant’s services, association officials de­
clare, because their investments had been made upon 
a basis of facts instead of upon a basis of boom-time 
optimism.”
Cooperation Between Accountants 
and Bankers
M issouri
In the February issue of the Bulletin there 
were reprinted questions proposed by members 
of the Robert Morris Associates at a joint meet­
ing with the St. Louis chapter, Missouri Society 
of Certified Public Accountants, November 19,
1931, together with answers submitted by the 
accountants. At the same meeting representa­
tives of the accountants’ group presented ques­
tions to the bankers. These questions, with 
answers in those cases in which written answers 
were supplied, are reprinted as follows :
Q u e s t io n s  S u b m it te d  t o  R o b e r t  M o r r is  
A s s o c ia te s  b y  t h e  A c c o u n t a n t s  
Question No. 1 :
(a ) What is the attitude of the banks with re­
gard to a corporation buying and selling its 
own capital stock?
(b) What information would the banks expect the 
auditor to disclose on the balance-sheet, 
profit-and-loss account, and in his report with 
respect to this matter?
Answer:
'This is a double-barreled question and one on 
which we could spend the whole evening.
"If by 'buying and selling’ we mean the practice of 
some corporations of marketing their own stock, we 
say that as a general rule this is bad.
"In the first place, an ordinary business corpora­
tion, no matter how well it may be prepared to take 
its place in its particular field, is seldom equipped 
to market its own securities.
"The regularly organized financial agencies created 
for the purpose are generally able to do a better sell­
ing job, and reputable investment bankers are con­
scious of their responsibility to the security buying 
public. Consequently, they are more apt to sur­
round the issues they sponsor with certain safeguards 
which might be overlooked or intentionally omitted 
by a company putting out its own securities.
"There are some exceptions to this rule. Public 
utilities who wish to establish a good will among
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their own consumers often sell their own securities. 
A high type of preferred stock offered in limited 
amounts lends itself best to this purpose.
"Other companies follow the plan of selling their 
stock direct to their employees, to create an 'esprit de 
corps.’
"Even these plans have distinct disadvantages in a 
declining market, creating much ill-will and dissatis­
faction among customers and employees, often ac­
celerating the downward trend of the business and 
retarding its recovery.
"If by ’buying and selling’ we mean the practice 
of a corporation, the market for whose stock has been 
established, of 'trading’ in its own stock, again we 
say there are some very serious objections.
“The capital stock represents the stake of the 
owners in the business, and is supposed to provide, 
in most cases, all of the fixed capital and a portion of 
the working capital. It is at the risk of the business 
and constitutes the creditors’ protection.
"The purchase of its own stock reduces the 
creditors’ margin of protection and if carried too far, 
may actually impair the solvency of the business.
"It is not good policy for. stockholders to ever have 
preference over creditors, and any management which 
sanctions substantial fluctuation of the capital fund 
to the detriment of creditors is unworthy of confi­
dence.
"Here again there are numerous exceptions to the 
general rule:—
"No criticism should attach to the action of a 
corporation going into the open market to purchase 
its own stock in satisfaction of a reasonable demand 
for the stock among its employees (even if the stock 
is sold on the instalment plan).
"No criticism should attach to a corporation 
which has more capital than it has use for, purchas­
ing its own stock for retirement or to be held in 
the treasury, to be again issued as corporate needs 
may require.
"Many corporations, who found themselves over­
capitalized after 1929, bought in their stocks in good 
faith at what looked like attractive figures, only to 
find that the market slumped further. As long as 
these did not result in impairment of working capital 
the banker can not fairly criticize.
The active trading in its own stock for the pur­
pose of influencing markets, or taking advantage of 
short swings, is not good practice and is subject to 
many abuses.
The purchase of large blocks of stock from its 
own officers to help them out of financial difficulties 
is questionable.
(b) 1. "On the balance-sheet the number of 
shares of each class held at statement date and the
total cost of each class should be shown. I would 
like to give several illustrations:—
"A statement came in the other day of a good 
commercial paper name showing preferred and 
common stock (giving number of shares each) but 
showing the cost in bulk. This involved as much 
as $3,000,000.00, and the cost was largely in excess 
of market and book value.
"I would like the accountants to tell me whether 
it was good accounting to carry the stock in excess 
of book value without setting up some sort of 're­
serve.’
"Another statement came in showing 'stocks, say 
$1,500,000.00,’ and only careful inquiry elicited 
the information that practically all was company 
stock. This was a case where they had sold a large 
quantity of their stock to their customers on time 
payment, and when the slump came they had to 
take a large amount of it up. This item involved 
nearly 40% of their net worth, and there was no 
telling where it would end. It is easy to see how 
selling stock to customers had an adverse effect on 
this company’s actual net worth and business.
"In justice to the accounting profession I would 
like to say that this was not an audit.
2. "In the profit-and-loss account profits and 
losses on purchase and sale of a company’s own stock 
should be shown separately from other items, where 
the amount is of any consequence.
3. "In the report or comments, the extent to which 
the practice of dealing in its own stock is indulged 
in should be shown, and, if known, the purpose.
"The extent to which the management permits the 
impairment of the capital fund is very important for 
the banker to know. How far the accountant should 
go in pointing out to the banker matters of this kind 
is always a question, but the minimum should be the 
presentation of a fair picture and statement of the 
facts in such a way that the banker will be placed 
on notice to investigate should the bare statement of 
the amount of stock held in the treasury fail to give 
a fair idea of the extent of the company’s operations 
in its own stock.
Question No. 2 :
Briefly, what procedure is followed by banks in 
the case of new borrowers or in the case of bor­
rowers seeking to increase their lines of credit, 
particularly as to credit requirements? Is any 
credit granted without an audit?
On the receipt of accountant’s report or certified 
accounts, what routine is followed by the 
bankers? For example, are comparisons made 
with previous periods or are any special 
analyses prepared?
(Written answer not supplied).
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Question No. 3 :
Many concerns submit on the certified balance- 
sheet a summary of surplus showing a balance at 
the beginning of the year, the profit or loss for 
the year, the dividends paid, and any special 
items. Do hanks prefer to have a condensed 
profit-and-loss account submitted along with the 
balance-sheet and do they attempt to persuade 
their clients to submit this statement in all 
cases? Clients often object to submitting a 
condensed profit-and-loss statement although the 
accountants may urge them to do so.
Answer:
"There is not very much to be said in reply to this 
question, except to say that the banks do prefer to 
have a profit-and-loss account submitted along with 
the certified balance-sheet and summary, and also 
prefer to have the profit and loss in detail. Banks 
also attempt to obtain this information in all cases 
and, I might add, we even require a profit-and-loss 
account and reconcilement of surplus when our 
clients do not have their books audited, and have a 
place provided on our statement forms for this pur­
pose.”
Question No. 4 :
During the past year accountants have reported 
several instances where their requests for verifi­
cations have not been satisfactorily answered, as 
follows:
(A) Failure to report all bank accounts.
(B) Cash balance only filled in, the other ques­
tions being ignored.
(C) Inaccurate list of collateral.
In some banks the accountants’ verifications pass 
through the internal auditing department, which 
provides a valuable check for the bank, and in 
these cases the verifications are much more ac­
curate. Do all banks follow this procedure?
(W ritten answer not supplied).
Question No.
Accountants’ work suffers from the December 31st 
peak and presumably the work of the credit de­
partment of the banks likewise suffers. Do 
banks make a practice of urging customers to 
change to a natural business year when such is 
evidently required?
Answer:
"W ith apologies to Amos and Andy I answer this 
question yes and no but mostly no. Upon inquiry I 
find occasionally a bank recommending to a customer 
the changing of his audit period from December 31st 
for the purpose of decreasing the analysis burden at
that time, but the vast majority of banks do not 
make the recommendation for that particular reason.
"The logical time, from the customer’s standpoint 
for his audit, is that time when his business is at low 
ebb. Inventories are then low and the accountants’ 
work interferes least with the conduct of the busi­
ness. This is the most advantageous time for the 
customer also because liabilities are low and his 
statement can make its most favorable showing.
"Banks are not unaware of this fact, and there is 
a growing tendency on their part to request state­
ments at the peak period in addition to the regular 
audit and, although not demanding in all these cases 
that the intermediate figures be audited, we naturally 
would prefer them.
"W hen we have accomplished that greater task of 
having all borrowers furnish audited statements, then 
we can begin the crusade against the December 31st 
burden, but at present it is only a passive recommen­
dation.”
Question No. 6:
It is customary to show amounts due from officers 
and employees separately. Where officers pay 
off their accounts before the closing date and re­
borrow after the end of the fiscal year within, 
say, one to four weeks, the accountants, if the 
matter is sufficiently important, usually draw at­
tention to the situation. This almost invariably 
results in incurring the ill will of the client. 
Do the banks demand this information and do 
they back up the accountant in the stand he has 
taken?
(W ritten answer not supplied).
L o u isia n a
A joint meeting of the Robert Morris Asso­
ciates and the Society of Louisiana Certified 
Public Accountants, which was arranged by the 
accountants’ group, was held at New Orleans, 
February 25, 1932. Alexander Wall, executive 
secretary of the Robert Morris Associates, ad­
dressed the meeting on the relationship between 
bankers and accountants. After the round-table 
discussion which followed Mr. W all’s address, 
a committee of the society was appointed to co­
operate with the New Orleans chapter of the 
bankers’ organization.
Improving Dealer Accounting 
Practices
A report recently published by the policy­
holders’ service bureau of the Metropolitan Life
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Insurance Company describes methods used by 
manufacturers and wholesalers to improve the 
accounting practices of the dealers who provide 
their retail outlets. The entire report occupies 
twenty-one printed pages. The introduction 
explains that inefficiency among retail dealers is 
a serious handicap to manufacturers. The re­
port refers to twenty-five large companies which 
have undertaken to offer the services of their 
own financial and accounting specialists to 
dealers who sell their goods. Many automobile 
manufacturers have developed for their dealers 
complete accounting systems providing for all 
phases of operation. In some cases they also 
arrange for initial installation of such systems 
and in one or two cases the manufacturer pro­
vides a staff to make periodic analyses and 
reviews of dealers’ operating results. One 
company has all its dealers report certain con­
trolling information monthly. Composite oper­
ating ratios and statistics based on these reports 
are furnished to dealers for purposes of com­
parison and guidance. Detailed descriptions of 
the practices of several typical companies illus­
trate their purposes.
A part of the report is devoted to accounting 
manuals prepared and published by several 
companies, including the Nash Motors Com­
pany, General Motors Corporation and Butler 
Brothers, a wholesale organization. The con­
clusion of the report is an analysis of the results 
obtained through accounting services to dealers.
The Incorporated Accountants Journal of 
November, 1931, contains the following re­
ference to the election of Sir Maurice Jenks as 
lord mayor of London:
"Sir Maurice Jenks, F.C.A., whose election 
as lord mayor of London for the year commenc­
ing November 9th was reported in our last 
issue, attended in the house of lords on October 
12th in order to receive from the lord chancel­
lor the approval of his majesty the king upon 
his appointment. He was presented to the lord 
chancellor by the recorder of London in an 
eloquent speech which reviewed in detail Sir 
Maurice Jenks’ career. The recorder said that 
the city of London rejoiced that such a man 
with such a record and with such potentialities 
would become chief magistrate, subject to his 
majesty’s gracious consent.
"The lord chancellor, in conveying the king’s 
approval, referred to the fact that the lord 
mayor elect belonged to the great profession of 
accountancy and held an honoured place in it, 
and he said that it was peculiarly fitting that 
one of its members should be lord mayor dur­
ing the coming year. ‘Your profession,’ said 
the lord chancellor, 'cannot claim the antiquity 
of the one to which I have the honour to be­
long, but as our commerce increased the 
demand for the services of professional accoun­
tants became a national necessity, and their 
services are likely to be more than ever needed 
in the immediate future...........
Accountant Lord Mayor of London
S T A T E  L E G I S L A T I O N
Bills affecting the practice of accountancy 
were under consideration in three of the eight 
states whose legislatures were in session when 
this Bulletin went to press. Three bills to 
amend the accountancy law had been introduced 
in the New York legislature, but none had 
been passed prior to March 11th, the date 
which had been fixed for adjournment.
In Kentucky no action had been reported on 
the two-class, restrictive bill whose introduction 
was announced in the February Bulletin.
A bill intended to grant C. P. A. certificates 
without examination to registered public ac­
countants, introduced in the Virginia legislature 
February 8th, was indefinitely postponed Febru­
ary 23rd.
Detailed reports of these bills, in addition to 
several others of indirect interest to accoun­
tants, are included in the following paragraphs.
Kentucky
There has been no report of any action on 
Kentucky senate bill No. 326, a two-class, re­
strictive accountancy bill, which was described 
in the February issue of the Bulletin. Ac­
cording to latest advice the bill is under con­
sideration of the committee on Kentucky sta­
tutes No. 1.
A bill designated as senate No. 411, intro­
duced on February 19th, would amend an act 
relating to accounting systems in the state and 
county governments. The bill includes a provi-
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sion that the governor be empowered to employ 
"expert public accountants and assistants” to 
install and maintain governmental accounting 
systems and to audit the fiscal and tax records 
in each county. Reports of such audits would 
be filed with the respective county judges and 
with the state inspector and examiner. Audit 
reports would be public records. The same bill 
has been introduced in the house under the 
designation house bill No. 840.
It has been reported that the Kentucky legis­
lature will adjourn March 17th.
New York
Amendments to the New York accountancy 
law have been proposed which would prohibit 
the practice of public accounting except by cer­
tified public accountants or persons licensed by 
the department of education to practise as pub­
lic accountants. Applications for such licences 
would not be accepted after November 1, 1932. 
Public accountants’ licences might be issued to 
principals in accounting firms in practice at the 
time of passage of the act, to persons who had 
been employed by certified public accountants 
for not less than four years, to governmental 
employees who had been engaged in accounting 
or auditing work for not less than four years 
and to teachers in the accountancy departments 
of recognized colleges and schools.
A proviso would permit the department to 
grant credit for three of the required four years 
of experience to graduates of four-year accoun­
tancy courses in recognized schools.
A provision of the bill specifically exempts 
lawyers, appraisers and privately employed ac­
countants from the provision that only licensed 
accountants may prepare financial, economic or 
related statements for certain purposes.
Another provision of the bill states that it is 
not applicable to accountants of other states 
temporarily practising in New York to fulfill 
engagements originating from their regular 
practice in the state of domicile.
The provisions of the bill are similar to 
others introduced in the New York legislature 
during recent years. In 1931 the New York 
State Society of Certified Public Accountants 
placed itself on record as opposing a bill of 
similar nature and there has been no official 
announcement of a change of attitude of the 
society this year.
The bill is designated as assembly bill 1758, 
Int. 1588. No action on the bill had been re­
ported when this Bulletin went to press. An­
nouncement had been made that the New York 
legislature would adjourn sine die March 11th.
A bill introduced in the assembly as No. 
1821, and in the senate as 1542, would repeal 
section 1498-a of the education law, which re­
quires that after January 1, 1938, every candi­
date for examination for a C. P. A. certificate 
shall present evidence that he has satisfactorily 
completed the course of study in a college or 
school of accountancy maintaining a satisfac­
tory standard. The bill was referred to the 
education committee of both houses but no re­
port by either committee has been forthcoming.
New York assembly bill No. 1686, Int. 
1538, introduced February 23rd, would amend 
the section of the education law dealing with 
the regulation of accountancy by providing that 
a vice-chairman as well as a chairman and secre­
tary be elected by the certified public accoun­
tants’ grievance committee, and that the annual 
meeting of the committee be held within ten 
days after the first of July, instead of within 
ten days after the first of January, as the law 
now provides.
Rhode Island
Rhode Island house bill No. 698 would re­
quire the state commissioner of finance to cause 
an audit of accounts of all cities and towns of 
the state within a year after passage of the act 
and would empower him to cause subsequent 
audits as often as once in three years. The 
commissioner would be required to accept re­
ports of municipal or town audits made by per­
sons, firms or corporations "duly certified by 
the state board of accountancy as competent to 
conduct such audits.”
Virginia
A bill introduced in the Virginia legislature, 
providing that the state board of accountancy 
should issue, without examination, certified 
public accountant certificates to public accoun­
tants registered under the provisions of the 
1928 law, was indefinitely postponed in the 
house, February 23rd.
Senate bill No. 136, which provided for 
audit at least biennially by the state accountant 
of the accounts and records of every city and 
county officer and agent handling state funds 
was reported unfavorably in the senate by the 
committee on county, city and town organiza­
tion.
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NEWS OF LOCAL SOCIETIES
California State Society of Certified 
Public Accountants
Fresno Chapter 
A meeting of the Fresno chapter of the Cali­
fornia State Society of Certified Public Ac­
countants was held January 9th. R. W . E. 
Cole, Los Angeles, delivered an address in 
which he stated that the change in business con­
ditions due to the depression demands the ap­
plication of modern accounting methods by 
business men. Mr. Cole said that the value of 
accountants’ services in assisting business men 
to revamp their financial affairs will be more 
keenly appreciated as a result of the slump. 
Mr. Cole’s address was supplemented by an in­
formal talk by Fred Young of Los Angeles.
Los A n g e l e s  Ch a p t e r  
"The proper basis of fees” was the general 
topic of discussion at a dinner meeting of the 
Los Angeles chapter of the California Society 
of Certified Public Accountants, held February 
8th. The subject was divided into discussion 
of per-diem rates, contract work and competi­
tive bidding and the sphere of the large firms 
and the small firms in practice. Discussion of 
the various sub-topics was led by Charles C. 
Cobun, Joseph A. Garrett, W. B. Gibson, J. 
L. Riemers and M. D. Wilson, president of the 
chapter.
San F ran cisco  C h a p t e r  
A meeting of the San Francisco chapter was 
held on January 20, 1932. Edwin M. 
Daugherty, commissioner of corporations, de­
livered the principal address of the evening, 
which included description of the steps in 
formation of corporations, corporate financing 
and the changes in capital structure subject to 
the approval of the commissioner of corpora­
tions. Discussion followed Mr. Daugherty’s 
address.
Guest Speakers at Louisiana Society 
Meeting
Walter J. Suthon, Jr. and W. W. Pope were 
speakers at a meeting of the Society of 
Louisiana Certified Public Accountants held at 
New Orleans, January 11th. Mr. Suthon, an 
attorney, spoke on "Some interesting aspects of
Louisiana commercial law,” and Mr. Pope, as­
sistant cashier and manager of the credit depart­
ment of the Hibernia Bank & Trust Co., de­
livered an address on "The banker’s estimate 
of the audited statement.”
Massachusetts Society of Certified 
Public Accountants
The meeting of the Massachusetts Society of 
Certified Public Accountants held February 
23rd was a tax conference on the subject of 
federal and Massachusetts taxation. There was 
discussion of taxation of partnerships and 
trusts; the proper treatment of special items 
such as bond discount and depreciation, and 
the administrative provisions of the federal and 
state tax laws.
Michigan Association of Certified 
Public Accountants
Meetings of the Michigan Association of 
Certified Public Accountants were held January 
14th and February 11th. "The gold standard 
and its relation to international banking” was 
the subject of an address delivered at the first 
meeting by Professor Leonard L. Watkins, of 
the economics department of the University of 
Michigan. Mervyn B. Walsh acted as chairman 
of the meeting.
Clarence M. Justice, vice-president of the 
Detroit Trust company, and former internal- 
revenue agent at Detroit, addressed the Febru­
ary meeting. After Mr. Justice’s address a tax 
discussion was led by Paul W . Pinkerton.
Minnesota Society Meets with Bankers
A regular monthly meeting of the Minnesota 
Society of Certified Public Accountants was 
held at Minneapolis on January 26th. Mem­
bers of the Minnesota chapter of the Robert 
Morris Associates and officers of banks in 
Minneapolis, St. Paul and Duluth were guests 
at the meeting. J. N. Peyton, commissioner of 
banks for the state of Minnesota, spoke on 
"The problems of our county banks,” and 
Arnulf Ueland, vice-president of the Midland 
National Bank of Minneapolis, delivered an 
address on "What information an audit report 
should contain.”
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Missouri Society of Certified Public 
Accountants
St . L ouis C h a p t e r
The St. Louis chapter, Missouri Society of 
Certified Public Accountants, at a meeting held 
January 9th, heard an address on changes in the 
bankruptcy laws to give further protection to 
credit-granting business firms, by Orville 
Livingston, Secretary-manager of the St. Louis 
Association of Credit Men.
K ansas Cit y  C h a p t e r
"The present economic situation” was dis­
cussed by Professor W . A. Irwin of Washburn 
college, before the Kansas City chapters of the 
National Association of Cost Accountants and 
the Missouri Society of Certified Public Ac­
countants on January 25th.
Meeting of New Jersey Society
The Society of Certified Public Accountants 
of the State of New Jersey held a dinner meet­
ing on Wednesday, February 10, 1932. Walter 
A. Staub delivered an address entitled "Recent 
developments in federal income taxation,” and 
answered questions on that subject which were 
presented by members. Other papers which 
were read were "Reorganization from the 
standpoint of federal income taxes,” by Robert 
J . Caruba, and "Offers in compromise of 
federal income taxes” by Paul K. Owen. J. G. 
Jensen, internal-revenue agent in charge of the 
fifth district in New Jersey, led a discussion of 
the papers.
New York State Society of Certified 
Public Accountants
The meeting of the New York State Society 
of Certified Public Accountants held February 
8th at the Waldorf-Astoria hotel was conducted 
by Max Fink, chairman of the society’s com­
mittee on real estate accounting. Francis K. 
Stevens, vice-president of Brown, Wheelock, 
Harris & Co., told the accountants that the 
situation confronting real-estate bondholders to­
day was foreseen more than a year ago because 
it was evident then that the high rentals pre­
vailing could not be maintained. He told the 
meeting that the criterion of sound financing 
was income sufficient to pay all charges at all 
times and declared that because of unwise fin­
ancing one must not believe that real estate
was less sound today than at any other time 
in its history.
Mr. Fink delivered an address on real-estate 
accounting in which he attributed the problems 
facing real-estate owners and agents to three 
causes— overbuilding, injudicious financing and 
the general business depression, with high taxes 
as a contributing factor.
The other speakers, who are members of the 
society’s technical committee, were Leonard 
Levine and Ernest Willvonseder.
Pennsylvania Institute of Certified 
Public Accountants
P h il a d e l p h ia  Ch a p t e r
During the month of January there was no 
meeting of the Philadelphia chapter of the 
Pennsylvania Institute of Certified Public Ac­
countants. The regular meeting for the month 
of February was held on the 23rd. Joseph K. 
Moyer, chairman of the special advisory com­
mittee of the bureau of internal revenue, spoke 
on settlement of tax cases before his commit­
tee which otherwise would be delayed if  sub­
jected to the formal procedure of hearings be­
fore the United States board of tax appeals. 
Mr. Moyer explained the necessity for particu­
lar care in preparation of all tax reports.
Porto Rico Institute of Accountants
The following officers and directors of the 
Porto Rico Institute of Accountants were 
elected at the annual meeting of the Institute, 
held February 21st at San Juan: president, 
William A. Waymouth; vice-president, R. Rod­
riguez Sanchez; treasurer, Santos G. Ramirez; 
secretary, Juan C. Villariny; directors, Jose P. 
Gorbea, J. E. Soltero and J. E. Rosario.
Wisconsin Accountants Aid in 
Tax Survey
The Wisconsin Society of Certified Public 
Accountants unanimously decided to assist the 
state real-estate board in its inquiry into econ­
omies to be effected in Milwaukee county's 
governmental units through consolidation, sim­
plification and reorganization of the many units 
now operating. The society has appointed the 
following committee to assist the real-estate 
board in its efforts to bring about tax reduc­
tion: William Charles, chairman, L. Aspin, J.
G. Conley, T. A. McCormack, A. Peterson, H. 
A. Sinclair, F. C. Staples, A. E. Wegner and
E. O. Bischoff.
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EMPLOYMENT EXCHANGE
The approximate number of men now 
registered with the employment exchange of 
the American Institute of Accountants is 
‘fifty. The men are of all types, ranging from 
experienced executives and senior assistants to 
junior staff accountants.
The employment exchange makes no charge 
for its service, but the Institute assumes no re­
sponsibility for the statements of applicants, 
which have not been verified.
Following are the qualifications of several 
typical applicants:
No. 39A— Member, American Institute of Account­
ants. C. P. A. of New York, New Jersey and 
Pennsylvania; two years’ college; 20 years’ in pub­
lic accounting, 8 years as principal. Has also had 
several years’ experience with large accounting 
firms and has held the treasurership of a well- 
known corporation. Would prefer position in 
New York. Residing in New Jersey. Salary 
$5,000.
No. 188A— Member, American Institute of Accoun­
tants. C. P. A. of Illinois and a chartered ac­
countant of England. Living in New York. Has 
been in practice on his own account and has been 
associated with large accounting firms for many 
years. Has specialized in industrial and com­
mercial surveys, systems, and audits for stock­
holders and investment bankers, investigations for 
trust estates. Has also held executive positions, 
such as treasurer and comptroller of manufactur­
ing concerns. Salary open.
No. 223A— Associate, American Institute of Ac­
countants. C. P. A. of Massachusetts. Age 38. 
Attended college for two years. Has had about 5 
years’ public accounting experience in addition to 
holding positions as comptroller and auditor of 
two large corporations. Has had experience in 
audits of manufacturing, mining and wholesale 
concerns and banks. Salary open.
No. 330A— Associate, American Institute of Accoun­
tants. C. P. A. Wisconsin and Arkansas. Has 
acted as vice-president, director and treasurer of 
public utility corporation in addition to several 
years’ public accounting experience. Residing in 
New York. Salary open.
No. 6lA — C. P. A. of New York. Age 33. High 
school graduate, special courses in accounting. 
About 6 years’ experience in public accounting, 
Senior grade. Is interested in good opportunity in 
New York. Salary $4,000.
No. 141A— C. P. A. of Indiana with about 10 
years’ public accounting experience. Has also 
held position as assistant comptroller of large cor­
poration. At present in New York, but is willing 
to accept position in any city. Salary open.
No. 476A— C. P. A. of Pennsylvania. Age 27. 
Graduate of the University of Pennsylvania. Ap­
proximately 3½ years’ in public accounting. Will 
accept position in any large city. Now in New 
York. Salary $3,600.
HERE AND THERE
Hurdman & Cranstoun, 350 Madison avenue, 
New York, have announced that Emil T. 
Weiler and Harry W. Davies have been admit­
ted to partnership in the firm.
Charles S. Rockey, Thomas W. Evers, W il­
liam H. Welcker, David M. Fillman and Sidney 
V. Young have formed a partnership under the 
firm name Charles S. Rockey & Co., with of­
fices at 1200 Bankers Trust building, Phila­
delphia.
C. William Wittman and W. L. E. O’Bryan 
announce the formation of the firm of Wittman
& O’Bryan, with offices in the Esperson build­
ing, Houston, Texas, and the Matson building, 
San Francisco.
W. J. Christian has been appointed by the 
executive committee of the Birmingham, Ala­
bama, chamber of commerce as chairman of a 
fact-finding committee to study a proposal to 
consolidate the city and county governments.
"Taxable status of corporation contributions 
to unemployment relief,” an article by Charles 
Banks of Chicago, appeared in Industrial Rela­
tions for November, 1931.
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It has been announced that George S. Olive, 
John E. Keough, Troy G. Thurston, Joseph B. 
Baerncopf, John W. Miller and James C. Olive 
are partners of the firm of George S. Olive & 
Co., Indianapolis, which will continue the prac­
tice formerly conducted by Mr. Olive under his 
own name and that of Pace, Gore & McLaren.
Reynold E. Blight addressed the Friday 
Morning club of Los Angeles, February 12th, 
on "Greatness of Lincoln” and on March 9th 
he spoke on school taxes and budgets before the 
California taxpayers’ league. Mr. Blight has 
also delivered several addresses before organ­
izations in and near Los Angeles on the Wash­
ington bicentennial.
At a dinner of the school of business alumni 
of Columbia held at New York, February 8,
1932, Thomas W. Byrnes spoke on the New 
York stock-exchange questionnaire.
Oliver P. Cobb spoke on "Prosperity and 
charity” at a meeting which the Memphis cham­
ber of commerce held January 28th to plan a 
programme of progress for the coming year. 
Mr. Cobb has been appointed captain of a di­
vision to raise funds for the community chest, 
chairman of the health committee of the Mem­
phis chamber of commerce and reviewer and 
systematizer of the mayor’s employment bureau.
L. U. Crawford, Kansas City, is author of an 
article entitled "Put your house in order,” 
which appeared in the American Building Asso­
ciation News for January, 1932.
On February 11th Walter B. Gibson deliver­
ed an address on audits and audit reports before 
the Bank Credit Men’s Association of Los 
Angeles. Mr. Gibson was recently appointed 
chairman of the board of trustees of the First 
Congregational church of Los Angeles.
J. Pryse Goodwin addressed the Exchange 
club of New York, February 11th, on "Loss 
prevention by avoiding receiverships by adopt­
ing arbitration.”
"Necessary accounting for contractors” was 
the subject of an address delivered by C. L. 
Kelly before a builders’ congress held at 
Eugene, Oregon, February 17th.
Joseph J. Klein discussed federal income-tax 
topics before the ways and means committee of 
the United States house of representatives on 
January 25th, and delivered an address entitled 
"Appraisal of the United States, 1932” before 
the New York state highway chapter of the 
Associated General Contractors of America on 
March 10th.
On February 13th William F. Marsh of 
Pittsburgh spoke on "Acountancy as a voca­
tion” over radio station WCAE.
Henry S. Puder delivered an address on ac­
countancy as a profession before students of 
the East Side high school, Newark, New Jersey, 
February 24th. ______
At a meeting of the National Canners Asso­
ciation held at Chicago, January 28th, George 
V. Rountree analyzed the cost of canning beets 
as compared with other vegetables. The Canner 
for January 17th, 23rd and 30th contained an 
article on budgetary control for canners by Mr. 
Rountree.
In an address before the Congressional club 
of Charleston, S. C., February 11th, O. W. 
Schleeter outlined the history of accounting in 
this country and described the advancement of 
the profession to its present position.
Walter F. Scott delivered an address entitled 
"The importance of keeping records” on Febru­
ary 6th before the Associated Contractors of 
Missouri at a meeting held at St. Louis.
Otto A. Shults has been appointed a member 
of the state tax committee and of the indus­
trial development committee of the Rochester 
chamber of commerce.
Edmund R. Stewart delivered an address on 
phases of state auditing before members of the 
Delta Sigma Pi fraternity at Johns Hopkins 
university, Baltimore, on January 28th.
Albert W. Torbet has been appointed a mem­
ber of the board of directors and treasurer of 
the Interfraternity club of Chicago.
Edwin H. Wagner is serving as a member of 
the committee on taxation of the St. Louis 
chamber of commerce and also as a member of 
the chamber’s ways and means committee.
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Meeting of Council
The council of the American Institute of 
Accountants held its regular spring meeting 
on April 11th at the offices of the Institute, 
135 Cedar street, New York. Thirty mem­
bers of council were present. 
The treasurer’s accounts showed that the in­
come of the Institute and its affiliates was 
slightly less than it had been in the correspond­
ing period of the preceding year. It was re­
ported that expenditures were being held at a 
minimum and it appeared likely that a deficit 
for the entire year would be avoided. It was 
pointed out that the market value of securities 
in which some of the Institute’s funds were in­
vested had declined to the extent of about 23 
per cent. At the beginning of the fiscal year 
the market had declined below cost only about 
7 per cent. There has been a decrease in in­
come from investments of only a few hundred 
dollars.
The secretary’s report indicated a small net 
gain in membership in the past half year. The 
report stated that an analysis of additions to the 
membership in recent years showed that the 
average age of new members is about 37 and 
of new associates, who constitute about one 
quarter of the total, 29. Geographic distri­
bution of the membership, according to the re­
port, is wide, thirty different states having con­
tributed new members during the past two 
years. Charter members admitted in 1916 by 
virtue of membership in the American Asso­
ciation of Public Accountants now constitute 
about one third of the total membership, the 
report stated.
The secretary reported that thirty-five state 
and territorial accountancy boards now cooper­
ate with the Institute in the conduct of ex­
aminations.
The report also summarized activities of the 
following committees which did not present 
formal reports: committees on federal legis­
lation, state legislation, administration of en­
dowment, cooperation with bankers, cooper­
ation with stock exchanges and international 
double taxation.
It was stated that there have been 180 ad­
ditions to the library’s collection of bound 
books and magazines during the current year 
and that the librarian has answered 2,360 in­
quiries. There have been 1,901 visitors at the 
library since September I, 1931. The bureau 
of information has answered 64 questions, 
some of which, with answers, have been pub­
lished in The Journal of Accountancy.
The executive committee reported that plans 
had been made for the annual meeting of the 
Institute at Kansas City, Missouri, in October, 
1932.
The committee reported that resignations of 
6  members had been accepted during the cur­
rent year, and that 25 member and 6 associates 
had been dropped for nonpayment of dues in 
accordance with article V, section 2, of the 
by-laws.
The committee also reported with profound 
regret the death of Elkin Moses, of New Or­
leans, a member of council. The council au­
thorized the president to appoint a commit­
tee to draw up resolutions expressing the sor­
row of the council at the loss of Mr. Moses 
and its sympathy with his family and friends.
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George Armistead and Carl H. Nau were ap­
pointed for the purpose.
The council elected C. C. Croggon, Balti­
more, Maryland, as a member of council to fill 
the vacancy caused by the death of Mr. Moses, 
until the annual meeting in October, 1932.
The committee on professional ethics re­
ported its work during the half year and pro­
posed three resolutions for consideration of 
the council. The first resolution concerns the 
certification of forecasts of future earnings, 
and reads as follows:
WHEREAS, Estimates of earnings contingent up­
on future transactions should always be clearly dis­
tinguished from statements of actual earnings evi­
denced by definite records, and
WHEREAS, An accountant may properly assist a 
client in estimating the results of future transactions, 
so long as no one may be led to believe that the 
estimates represent certainties,
BE IT RESOLVED, That no public accountant 
should permit his name to be used in conjunction 
with such an estimate in a manner which might lead 
anyone to believe that the accountant could vouch 
for the accuracy of the forecast; and
BE IT FURTHER RESOLVED, That violation of 
this dictum by a member or an associate of the 
American Institute of Accountants be considered by 
the committee on professional ethics as cause for 
charges under the provisions of article V, section 4 
(e) of the by-laws, or rule No. 2 of the rules of 
professional conduct of the American Institute of 
Accountants, or both.
The resolution was adopted with the under­
standing that it would be published in the year­
book of the Institute, with other resolutions 
affecting professional practice, as a supplement 
to the rules of professional conduct. Other 
resolutions, expressing disapproval of joint 
service as auditor and director of a corporation, 
and expressing disapproval of competitive 
bidding for professional engagements by ac­
countants, were referred to the next annual 
meeting of the Institute for consideration.
A proposal that rule No. 8 of the rules of 
professional conduct (dealing with solicitation 
of professional engagements) be amended by 
substituting the words "public accountant” for 
"member or associate of the Institute” was al­
so referred to the forthcoming annual meeting.
The committee on publication reported the 
change of name of The Journal of Accoun­
tancy, Incorporated, to the American Institute
Publishing Co., Inc., henceforth to act as pub­
lishers and booksellers for the American In­
stitute of Accountants. The establishment of 
a book shop in the Institute’s building at 135 
Cedar Street, New York, was also reported. 
The committee announced that publication 
of the following books would occur in the near 
future: Law for Laymen, by Harold Dudley 
Greeley; Basic Standard Costs, by Eric A. Cam- 
man; Answers to the Examination Questions 
o f the American Institute o f Accountants, by 
Harry A. Finney, Harry P. Baumann and 
Spencer Gordon; Third Supplement to the Ac­
countants’ Index.
The special committee on accounting pro­
cedure reported that it had given consideration 
to the question of accounting for foreign-ex­
change losses in American companies owning 
subsidiaries abroad, and that the committee’s 
findings had been published in the Bulletin of 
the Institute for December, 1931. The com­
mittee announced that in the immediate future 
it would consider the question of accountants’ 
certificates which had been referred to it by 
vote of the annual meeting at Philadelphia in 
September, 1931.
The special committee on terminology an­
nounced its plan to undertake a programme of 
research which would probably result in re­
vision of the text of a preliminary report pub­
lished under the title Accounting Terminology. 
It was stated that more than 2,000 copies of 
Accounting Terminology had been sold and 
the committee expressed the belief that the 
book had been useful to practising accoun­
tants, credit men and others.
Following adjournment of the meeting of 
council there were brief meetings of the Amer- 
ican Institute of Accountants Foundation and 
of the board of trustees of the Foundation.
Members of council were guests of the presi­
dent at luncheon at the Bankers club, New 
York.
No Decrease in Number of C. P. A. 
Candidates
The records of the board of examiners of 
the American Institute of Accountants fail to 
show that there has been any decrease in the 
number of candidates for C. P. A. examina­
tions, in the 35 states and territories co­
operating with the Institute, which could be 
attributed to general business conditions. In­
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quiries in other states which have not been 
using the Institute’s examinations have not 
disclosed any significant decrease in the number 
of applicants for the C. P. A. certificate since 
the fall of 1929. In certain cases an increase 
has been reported, which is generally ascribed 
to the increased opportunities which candi­
dates have had for study and preparation.
American Institute Examinations
The spring examinations of the American 
Institute of Accountants will take place May 
12 and 13, 1932. Following is the schedule 
of examinations:
May 12, 1932 
9 A.M. to 12:30 P.M.— Auditing 
12:30 P.M. to 6:30 P.M.— Accounting Theory 
and Practice, Part I
May 13, 1932 
9 A.M. to 12:30 P.M.— Commercial Law 
12:30 P.M. to 6:30 P.M.— Accounting Theory 
and Practice, Part II
President Addresses University 
Students
Charles B. Couchman, president of the 
American Institute of Accountants, was guest 
speaker at a meeting of students in accounting 
and business administration at the University 
of Michigan, Ann Arbor, on April 5th. He 
spoke on accountancy as a career. In the eve­
ning of the same day Mr. Couchman was a 
guest of members of the faculty of the uni­
versity at an informal dinner.
On April 7th Mr. Couchman delivered an 
address entitled "Why study accountancy?” at 
a meeting of the Accountancy club of the Uni­
versity of Illinois, Urbana. He explained the 
reasons for formal academic study of any sub­
ject, and compared the value of study with that 
of practical experience. Mr. Couchman’s con­
clusion was that a well balanced programme of 
theoretical and practical training resulted in the 
best equipment for the practitioner of any pro­
fession.
Training in accountancy, he continued, is of 
particular value because it provides mental dis­
cipline and induces a respect for accuracy and 
for the importance of facts: a knowledge of 
accountancy is of value to those who plan to
follow the law, to become business executives 
or to fill one of the many positions in corpo­
rate activity whose occupants are concerned 
with financial and accounting problems.
Mr. Couchman described the opportunities 
which professional public accounting offers the 
college graduate and briefly traced the progress 
which such a man might reasonably be ex­
pected to make. Among the advantages of 
professional accounting, he emphasized par­
ticularly opportunity for self-development, in­
dependence and opportunity for constructive 
service to the community.
Publicity for Accountancy
The effort which the Institute commenced 
last spring to obtain legitimate publicity for its 
own activities and those of the profession gen­
erally has been rewarded with some success. 
There has been no attempt to institute an am­
bitious publicity campaign, but merely to as­
sure proper recognition in the press of those 
activities of accountants in which the public 
may reasonably be expected to have an in­
terest. Two large scrapbooks filled with clip­
pings bear witness to the reception of news 
releases of this kind.
During the first year of the new plan activi­
ties of the Institute have received notice in 
more than 70 newspapers and about 25 maga­
zines. Several items have been carried by the 
national press services. Altogether approxi­
mately 250 clippings containing reference to 
the Institute have been received, and it is safe 
to assume that other items have been published 
which the press-clipping services have failed 
to discover. Among the magazines which 
have published news items or articles sub­
mitted by the Institute are the Commercial and 
Financial Chronicle, the Analyst, Nation’s 
Business, Management Methods, the Business 
Week, the Bankers’ Magazine, the Tax Maga­
zine, the American City and the Railroad and 
Public Utility Accountant. Leading daily 
newspapers in the larger cities and several 
commercial dailies, such as the Journal o f  
Commerce and the American Banker, have also 
published the Institute’s releases from time to 
time. In addition to news items several fea­
ture articles have been prepared for the Insti­
tute, including one on the natural business 
year, which appeared in System, one dealing
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with the Institute’s library, in Special Libraries, 
and one on women in accounting which was 
published in the N ew York Sun. The 1931 
annual meeting furnished material for press 
notices which fill an entire scrap book. Other 
news releases have been based on the Insti­
tute’s examinations and activities of commit­
tees, particularly those dealing with interna­
tional double taxation, accounting procedure, 
bankruptcy reform and co-operation with 
bankers. The recent expansion of the Insti­
tute’s publishing activities has also received 
recognition in the press through the activities 
of the publicity department.
State Boards of Accountancy
M in n e s o t a
Examinations for the C. P. A. certificate of 
Minnesota will be conducted by the state board 
of accountancy on May 18, 19 and 20, 1932.
The state board, in conjunction with the 
Minnesota Society of Certified Public Ac­
countants, is preparing a roster of all prac­
tising certified public accountants in the state. 
It is expected that the list will soon be avail­
able for distribution.
P e n n s y l v a n ia
The governor of Pennsylvania has appointed 
Harold S. Irwin, of Carlisle, as the second 
lawyer on the state board of accountancy, to 
succeed John McI . Smith, who resigned upon 
expiration of his term. The personnel of the 
Pennsylvania state board is now as follows: 
Horace P. Griffith, Harold S. Irwin, William
F. Marsh, Henry L. August, Robert L. Wal­
lace, James N. Rule and Robert J. Bennett, 
secretary.
Audits and Corporate Reports
A recent bulletin of Paine, Webber & Co., 
Boston, members of the New York stock ex­
change and other leading exchanges, contains 
an analysis of 1931 annual reports of a num­
ber of leading companies. Attention is drawn 
to the fact that the companies’ financial state­
ments include certificates of independent audi­
tors, when that is the case. In some instances 
it is specifically mentioned that no auditor’s 
certificate appears.
F. H. Macpherson
F. H. Macpherson, a former member of the 
American Institute of Accountants, died sud­
denly April 5th while playing golf at the San 
Gabriel, California, country club. Mr. Mac­
pherson was a chartered accountant of On- 
tario and was for a number of years a partner 
in the firm of Macpherson, Bonthron & Co., 
Detroit. He had also been president and treas­
urer of the Detroit Sulphite Pulp and Paper 
Company.
Thomas P. Parsons
Thomas Pranker Parsons, a charter member 
of the American Institute of Accountants, died 
at his home, 35 Main street, Saugus, Massa­
chusetts, on April 2nd. Mr. Parsons was a 
member of the American Association of Public 
Accountants, the Institute’s successor, and had 
practised public accounting in Boston under 
his own name for a number of years. He had 
the distinction of having held more public 
offices in Saugus, where he had lived for 
seventy years, than any other citizen. He was 
a certified public accountant of Massachusetts 
and a member of the Massachusetts Society of 
Certified Public Accountants.
Enrolment of Accountants with 
Pennsylvania Revenue Department
The department of revenue of the Com­
monwealth of Pennsylvania has announced 
that after April 15, 1932, no certified public 
accountant or other agent may represent a 
client before the department unless enrolled 
with the department. This announcement is 
supported by regulations governing recognition 
of attorneys, agents and other persons repre­
senting clients before the department, approved 
March 15th by the secretary of revenue. Fol­
lowing is the full text of a statement issued 
by the department for the information of the 
public:
After April 15th no attorney, certified public ac­
countant or other agent can represent a client before 
the department of revenue unless enrolled with the 
department. This is in accord with regulations 
governing the recognition of attorneys, agents and 
other persons representing claimants before the de­
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partment approved on March 15th by secretary of 
revenue Clyde L. King.
However, any individual claimant, taxpayer, or 
member of a firm, or officer or authorized regular 
employe of an individual, firm or corporation may 
appear solely for himself or such individual, firm or 
corporation without being enrolled upon presenting 
adequate identification to the department. Appli­
cants for enrolment must be residents of Pennsyl­
vania. Special permits will be granted on request 
to practitioners residing in other states.
A set of standards has been adopted for the con­
duct of those appearing before the department. This 
was done, Secretary King said, because the depart­
ment found it necessary to take steps to improve 
ethical standards in practice before it. The pro­
tection of the taxpayers and the protection of ethical 
attorneys and accountants demanded this action, he 
said. The regulations also will serve to expedite 
public business.
Enrolment is not restricted to licensed attorneys 
and certified public accountants. All applicants for 
enrolment must show that they possess a good char­
acter and reputation, and familiarity with the laws 
covering taxes and other subjects which they pro­
pose to present to the department. Those not at­
torneys or accountants must show evidence of ability 
to understand tax questions or such matters as they 
will bring before the department. A bad reputation 
as to integrity or professional conduct may be re­
garded as sufficient cause for rejection of the appli­
cant.
Among the causes for disbarment are: soliciting 
business from claimants who are already represented 
by attorneys or accountants; making false answers 
to questions in the application for enrolment; con­
viction of perjury or of a crime involving dishonesty 
in money matters; disbarment of an attorney by a 
court of record; disbarment or cancellation of a 
certificate of an accountant by a legally constituted 
board; making a false statement for any firm, per­
son or corporation and certifying that such state­
ment is correct, and any other conduct which is un­
ethical as viewed by the standards of the American 
Bar Association or the Pennsylvania Institute of 
Certified Public Accountants.
Other causes for disbarment include use of printed 
matter on letterheads, cards, or other advertising mat­
ter indicating previous connection with the depart­
ment of revenue; representation, orally, in printing 
or in writing, of acquaintance with officials or em­
ployes of the department; use of any title or name 
which might imply connection with the department. 
This last includes use of such designations as "Penn­
sylvania Tax Counsel”.
Applications for enrolment and all disbarment pro­
ceedings will be handled by a committee on enrol­
ment and disbarment. Members of the committee 
are Leon D. Metzger, deputy secretary of revenue, 
chairman; M. Clyde Sheaffer, commissioner, bureau 
of corporation taxes; Linn L. Reist, commissioner, 
mercantile and inheritance taxes; A. P. Delahunt, 
commissioner, bureau of liquid fuels tax; Sanford
D. Beecher, assistant counsel to the secretary of 
revenue; Arthur J. Farber, director, bureau of de­
linquent taxes, and Philip S. Moyer, deputy attorney 
general. The committee’s recommendations will be 
submitted to the secretary of revenue for his ap­
proval.
Monthly Accountancy Maga2ine 
in Canada
The Canadian Chartered Accountant, official 
magazine of the Dominion Association of 
Chartered Accountants, will henceforth be 
published monthly, according to a recent an­
nouncement. The magazine was first pub­
lished as a quarterly periodical but from July, 
1921, until March, 1932, it had been published 
every two months. The Dominion Association 
now feels that there is sufficient demand for 
more frequent publication to warrant the pro­
duction of monthly issues.
On February 11th, J. Hugh Jackson deliver­
ed an address entitled "What’s ahead for busi­
ness” at the Pacific Coast Underwriters’ Asso­
ciation’s thirty-fourth annual meeting at San 
Francisco. He addressed the Monteray county 
Stanford Alumni Association March 9th, and
on March 10th and 11th he delivered addresses 
on changing ideals in business before students 
at Salinas and Modesto junior colleges. Mr. 
Jackson spoke on "The business outlook” at a 
meeting of the Pacific Coast Electrical Manu­
facturers’ Association March 17th.
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STATE LEGISLATION
Most regular sessions of state legislatures 
have adjourned. A number of special sessions 
are in progress but it seems unlikely that ac­
countancy legislation will receive consideration 
in them. No bill of importance dealing with 
the regulation of professional accounting prac­
tice has been passed this year. Two-class 
regulatory laws were proposed in Kentucky 
and New York, but failed to pass, and an at­
tempt to reopen the waiver clause was defeated 
in Virginia. Following are brief summaries 
of progress of bills affecting the profession in 
several states.
Kentucky
Senate bill No. 326, a two-class restrictive 
accountancy bill, was reported favorably in the 
senate but failed to  pass the house prior to 
adjournment of the legislature March 17th.
Senate bill No. 411, dealing with audit of 
county records, died in committee.
New Jersey
Several bills concerned with municipal audits 
have been introduced in the New Jersey legis­
lature at the instance of the Society of Certified 
Public Accountants of the State of New Jer­
sey. Under existing statutory provisions 
municipal audits in New Jersey may be con­
ducted only by registered municipal account­
ants who have received licences from the com­
missioner of municipal accounts. One of the 
New Jersey society’s bills, assembly No. 476, 
provides that hereafter audits of municipalities 
and counties in the state, performed in ac­
cordance with the law, shall be conducted only 
by practising certified public accountants of 
New Jersey, licensed by the commissioner of 
municipal accounts.
Assembly bill No. 477 would cause annual 
audit of the accounts of each county and muni­
cipality with an assessed valuation in excess of 
$3,000,000, and provides that such audit be 
conducted by a practising certified public ac­
countant of New Jersey.
Assembly bill No. 478 provides that if any 
municipality or county should fail to cause an 
audit as required by law the commissioner of 
municipal accounts would be empowered to
employ certified public accountants of New 
Jersey to conduct such an audit, the cost of 
which would be imposed upon the municipality 
or county concerned.
Another bill, senate No. 229 provides 
that the commissioner of municipal accounts 
or his agents shall examine the accounts 
and records of every municipality, county 
and school district in the state at least once in 
every two years. Senate bill No. 230 pro­
vides that each county and municipality shall 
cause an annual audit of its accounts by a 
registered municipal accountant. These two 
bills have been reported favorably in the 
senate.
New York
Assembly bill No. 1588, which would have 
amended the C. P. A. act of New York state 
in such a way as to make it a law of the two- 
class, restrictive type, failed to pass the legis­
lature prior to its adjournment, March 11th. 
The bill would have required all public ac­
countants to obtain licences from the state au­
thorities, but in the first instance would have 
caused licences to be issued to all public ac­
countants who had been in practice for a cer­
tain time prior to passage of the act, and 
governmental employees and teachers who 
complied with certain conditions. The bill 
was apposed by the committee on legislation 
of the New York State Society of Certified 
Public Accountants, whose action was later 
ratified by the society.
Assembly bill No. 1821 would have deleted 
from the accountancy law a provision to be­
come effective in 1938 that every candidate 
for the C. P. A. certificate shall present evi­
dence that he has satisfactorily completed the 
course of study in a college or school of ac­
countancy registered by the department as 
maintaining a satisfactory standard, and that 
prior to the beginning of this course of study 
in such college or school of accountancy he 
satisfactorily completed a four-year high-school 
course approved for this purpose or the equiva­
lent as determined by the commissioner of edu­
cation. The bill to delete this provision was 
opposed by the committee on legislation of the 
New York state society and its stand was later
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ratified by the society as a whole. The bill 
passed both houses of the legislature but was 
vetoed by the governor of the state on March 
28th.
An amendment to the accountancy law of 
New York, providing for minor changes in the 
section dealing with the committee on griev­
ances was passed by the legislature and ap­
proved by the governor on March 26th. Fol­
lowing is the text of the act, which has become 
chapter 425 of the laws of 1932:
AN ACT to amend the education law, in relation 
to the certified public accountant committee on 
grievances.
The people of the state of New York, represented 
in senate and assembly, do enact as follows:
Section 1. Section fourteen hundred ninety-five of 
chapter twenty-one of the laws of nineteen hundred 
nine, entitled "An act relating to education, con­
stituting chapter sixteen of the consolidated laws,” 
as amended by chapter one hundred forty of the laws 
of nineteen hundred ten, such section having been 
added by chapter two hundred sixty-one of the laws 
of nineteen hundred twenty-nine, is hereby amended 
to read as follows:
Sec. 1495. Committee on grievances. Within 
sixty days after this act shall take effect the regents 
shall appoint a committee on grievances which shall 
consist of ten members, each of whom shall be a 
certified public accountant in good standing for at 
least ten years prior to his appointment. The term 
of office of each of said members shall be five years 
except that upon the taking effect of this act two 
members shall be appointed for a term of one year; 
two members for a term of two years; two mem­
bers for a term of three years; two members for a 
term of four years, and two members for a term of 
five years; and as such terms respectively expire the 
vacancies in the membership of the committee shall 
be filled by the appointment by the regents of two
members whose terms shall be five years from the 
expiration of the terms of their predecessors. Any 
vacancy caused by resignation, death or otherwise 
shall be filled by the appointment by the regents of 
a new member to serve for the unexpired term. The 
members of the committee shall serve without com­
pensation. They shall elect from their own num­
ber a chairman, a vice-chairman and a secretary at a 
meeting to be held annually within ten days after 
the first day of July. Seven members of the com­
mittee shall constitute a quorum.
Sec. 2. This act shall take effect July first, nine­
teen hundred thirty-two.
Rhode Island
Rhode Island house bill No. 698, which 
would require the state commissioner of 
finance to cause audits of accounts of cities and 
towns, passed the house March 31st and was 
referred to the senate finance committee on 
April 1st. Under the bill the commissioner 
would be empowered to accept reports of muni­
cipal audits made by persons duly certified by 
the state board of accountancy as competent 
to conduct such audits.
South Carolina
House bill No. 383 in the South Carolina 
legislature, providing for annual audit of 
county records by public accountants, was re­
ported favorably in the house March 15th.
Virginia
Virginia senate bill No. 136, providing for 
audit by the state accountant of the accounts 
of every city and county officer handling state 
funds, passed the legislature but failed to ob­
tain the governor’s approval within the re­
quired time.
Benjamin Harrow, New York, delivered ad­
dresses over radio stations WPAP and 
WNYC, on March 12th, on a tax programme 
for the present emergency and how to prepare 
income-tax returns. A forthcoming issue of 
the American Taxpayers Quarterly will contain 
an article by Mr. Harrow entitled "Exemptions 
under the revenue act of 1928.”
On March 4th J. Weldon Jones of Colum­
bus, Ohio, spoke on income taxation over ra­
dio station WEAO. A volume containing 
Ohio C. P. A. problems and solutions from 
1928 to 1931, by Mr. Jones and William E. 
Dickerson, was recently issued by the depart­
ment of commerce extension of Ohio State 
University.
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NEWS OF LOCAL SOCIETIES
California State Society of Certified 
Public Accountants
Los A n g e l e s  C h a p t e r
The March meeting of the Los Angeles 
chapter of the California State Society of Certi­
fied Public Accountants was held on the 21st 
at 6 :30  p. m. Harry B. Mills, vice-president 
of the chapter, led a discussion on the classi­
fication of accounting services, and Ralph M. 
Jones, a member of the chapter, delivered an 
address on "Personal property taxes.”
Florida Institute of Accountants
J a c k s o n v ille  C h a p t e r
Lloyd Morey, comptroller of the University 
of Illinois, delivered two lectures before ac­
countants and comptrollers of Jacksonville, 
Florida, April 1st. The lectures were ar­
ranged through the courtesy of the extension 
division of the University of Florida and 
sponsored by the Jacksonville chapter of the 
Florida Institute of Accountants.
Indiana Association Plans Annual 
Meeting
Announcement has been made that the board 
of directors of the Indiana Association of 
Certified Public Accountants has planned to 
hold the annual meeting of the Association at 
Indianapolis, May 14th. The programme for 
the meeting is not yet available.
Maryland Association of Certified 
Public Accountants
A dinner meeting of the Maryland Associ­
ation of Certified Public Accountants was held 
March 22nd in conjunction with the Baltimore 
chapter of the National Association of Cost 
Accountants. Mayor Howard W . Jackson, one 
of the speakers at the meeting, told the ac­
countants that a policy of careful and judicious 
municipal expenditures would soon set an ex­
ample which would be followed by state and 
national bodies. Governor Albert C. Ritchie 
was another speaker at the meeting and Charles
A. Heiss, comptroller of the American Tele­
phone and Telegraph Co. delivered an address 
on "Budgets and budgetary control.”
Massachusetts Society of Certified 
Public Accountants
John C. Hull, director of the securities di­
vision of the Massachusetts public-utilities com­
mission, spoke on the Blue Sky laws at a meet­
ing of the Massachusetts Society of Certified 
Public Accountants held at Boston, March 
28th. Mr. Hull said that the welfare of the 
investor in securities must be the primary con­
sideration of the accountant who prepares a 
financial statement for the securities division. 
"The accountants are the first line of defense 
against the fraudulent promoter,” he said. 
"The public, because of its lack of expert 
financial knowledge and its resultant sus­
ceptibility, requires greater protection than 
even that extended to the banks when advis­
ability of extending credit is being adjudged.”
Percival F. Brundage, president of the so­
ciety, presided and arrangements were in 
charge of the secretary, Albert E. Hunter.
Society of Certified Public Accountants 
of the State of New Jersey
A dinner meeting of the Society of Certified 
Public Accountants of the State of New Jer­
sey was held April 4th at Newark. Former 
state representative Franklin Fort, Rev. Dr. 
William Hiram Foulkes and Henry S. Puder 
were speakers at the meeting. Mr. Fort spoke 
on the Reconstruction Finance Corporation, 
Dr. Foulkes on "The message of George Wash­
ington for America today” and Mr. Puder on 
"Accountants’ service to the banker.”
New York State Society of Certified 
Public Accountants
A cooperative agreement between credit men 
and accountants was effected at a joint 
meeting of the Uptown Credit Group of the 
Textile Industry, a division of the Silk Asso­
ciation of America, and the New York State 
Society of Certified Public Accountants at a 
regular monthly meeting of the society held
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March 21st. Dr. Joseph J. Klein, who pre­
sided over the meeting, said that the remark­
ably low credit losses' experienced by members 
of credit groups are in a large measure at­
tributable to the skill and experience of the 
credit grantors in analyzing reports of certified 
public accountants. Commercial credit gran­
tors, he said, base credit on personal knowl­
edge, certified balance-sheets and operating 
statements, and thus reduce credit risks and 
stimulate confidence— the most powerful fac­
tor affecting modern business.
Four ways in which the accountant can assist 
the credit man were suggested by Albert B. 
Heller, chairman of the credit group’s com­
mittee on cooperation with accountants: first, 
a full verified financial statement, disclosing 
the exact financial condition of clients; second, 
a detailed schedule of operations and a profit- 
and-loss account; third, a certificate that will 
tell clearly and concisely exactly what the ac­
countant has or has not done in preparing the 
figures, and, fourth, detailed monthly audits.
John L. Redmond, of Crompton, Richmond 
Co., Inc., members of the credit group, de­
scribed the value to the credit man of an in­
ventory taken by the auditor, or if this is not 
possible, a signed, detailed inventory from the 
client.
The accountant’s certificate, as issued with 
the financial statement, should comment on the 
scope of verification covering each major item 
appearing on the balance-sheet, Konrad F. 
Braun maintained. There should also be in­
cluded in the certificate information as to con­
tingent liabilities, he said.
R. B. Matthews addressed the meeting on 
the importance of the profit-and-loss exhibit 
in showing trends of a business, and J. E. 
Smith discussed the necessity for obtaining fre­
quent trial balances and explained what the 
credit executive looks for in the trial balances.
The society elected as a nominating commit­
tee for the current year the following mem­
bers: from the board of directors, Emanuel 
Engel and Morris C. Troper; from the mem­
bership at large, Walter Cooper, Peter C. 
Eckes, James Hall, Charles L. Hughes, Louis 
Kadison, Manuel Mandell and Winfield 
McKeon.
A regular monthly meeting of the society 
was held on April 11th at the Waldorf-Astoria. 
The special programme for the meeting was 
under the direction of Martin Kortjohn and
was devoted to discussion of insurance as it 
affects accountants. Andrew Wilson, Jr., vice- 
president of the Bank of Manhattan Trust 
Company, spoke on "Business life-insurance 
trusts” ; Charles G. Taylor, Jr., third vice- 
president of the Metropolitan Life Insurance 
Co., addressed the meeting on "Modern life- 
insurance trends” ; Laurence E. Falls, vice- 
president of the American Insurance Co., dis­
cussed "Property insurance in connection with 
the conservation of capital,” and Charles E. 
Mather delivered an address on "Insurance in 
its relation to the work of the accountant.”
North Carolina Association of 
Certified Public Accountants
The thirteenth semi-annual meeting of the 
North Carolina Association of Certified Pub­
lic Accountants will be held May 26th, 27th 
and 28th at the Green Park hotel, Blowing 
Rock. William E. Stevens is chairman of the 
committee in charge of arrangements and An­
drew E. Scharrer and John E. Eck are mem­
bers of the committee.
Meeting of Ohio Society
The spring meeting of the Ohio Society of 
Certified Public Accountants will be held joint­
ly with the Ohio State University and the Co­
lumbus chapter of the National Association of 
Cost Accountants May 20th and 21st. The 
programme, which will be divided into three 
sessions, will be under the auspices of the Co­
lumbus chapter of the N. A. C. A. Friday 
afternoon and evening. Saturday morning will 
be devoted to a general discussion of "Credit 
grantors’ interest in accountants’ reports” and 
will be subdivided and considered from the 
mercantile aspect and the banking aspect. On 
Saturday afternoon there will be discussion of 
the administration of the new Ohio tax law.
Pennsylvania Institute of Certified 
Public Accountants
P h ila d e lph ia  C h a p t e r
O. Howard Wolfe, manager of the Phila­
delphia loan agency of the Reconstruction 
Finance Corporation, addressed a meeting of 
the Philadelphia chapter of the Pennsylvania 
Institute of Certified Public Accountants held 
March 22nd. His subject was "The operation 
of the Reconstruction Finance Corporation.”
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A special meeting of the Wisconsin Society 
of Certified Public Accountants was held April 
6th at Milwaukee. Reports of committees of 
the society were received and an address on 
the 1932 federal tax law was made by Keith 
Clarke, representative of Prentice-Hall, Inc. 
Fortney H. Stark, executive secretary of the 
Milwaukee real-estate board, explained the 
work of the various committees of the board
Special Meeting of Wisconsin Society in making a study of consolidation of city 
and county government.
Regular Meeting of Utah Association
J. C. Johnson, former president of the Salt 
Lake stock exchange, spoke at the regular meet­
ing of the Utah Association of Certified Pub­
lic Accountants held March 28th at the Salt 
Lake chamber of commerce.
C O U R T  D E C I S I O N S
Testimony of Public Accountant 
Admissible
In State v. Rhodes (161 S. E. 722) the su­
preme court of North Carolina held that testi­
mony of a public accountant was admissible 
to explain certain entries in a bank’s records, 
in a prosecution for embezzlement.
Bid for Municipal Audit 
Not Mandatory
The state supreme court of Florida recently 
upheld a judge of the circuit court in denying 
an injunction asked to prevent a city from 
awarding an auditing contract. The judge 
ruled that the city was not required to accept 
the low bid for contracts involving profession­
al services.
EMPLOYMENT EXCHANGE
The approximate number of men now 
registered with the employment exchange of 
the American Institute of Accountants is sixty. 
The men are of all types, ranging from ex­
perienced executives and senior assistants to 
junior staff accountants.
The employment exchange makes no charge 
for its service, but the Institute assumes no re­
sponsibility for the statements of applicants, 
which have not been verified.
Following are the qualifications of several 
typical applicants:
No. 39A— Member, American Institute of Accoun­
tants. C. P. A. of New York, New Jersey and 
Pennsylvania; two years’ college; 20 years in pub­
lic accounting, 8 years as principal. Has also had 
several years’ experience with large accounting 
firms and has held the treasurership of a well- 
known corporation. Would prefer position in 
New York. Residing in New Jersey. Salary 
$5,000.
No. 188A— Member, American Institute of Accoun­
tants. C. P. A. of Illinois and a chartered ac­
countant of England. Living in New York. Has 
been in practice on his own account and has been 
associated with large accounting firms for many 
years. Has specialized in industrial and com­
mercial surveys, systems, and audits for stock­
holders and investment bankers, investigations for 
trust estates. Has also held executive positions, 
such as treasurer and comptroller of manufactur­
ing concerns. Salary open.
No. 484A— Member, American Institute of Accoun­
tants. C. P. A. of New Hampshire and Cali­
fornia. Has attended high school and evening 
school. About 13 years’ experience in public ac­
counting. Living in New Jersey. Desires position 
in New York. No objection to travel. Salary 
$350 month .
No. 544A— Member, American Institute of Accoun­
tants. C. P. A. of New Hampshire. College 
graduate. Seventeen years’ public accounting ex­
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perience. Now in Philadelphia, but would pre­
fer position in New York. No objection to travel. 
Salary $3600.
No. 539A— Member, Institute of Accountants. C. P. 
A. of Indiana. College graduate. Age 38. Seven­
teen years’ public accounting experience. Has 
held positions as controller and treasurer. Ex­
perienced in design and installation of factory, 
general office and financial accounting systems and 
their operation. Desires position with corporation. 
Resides in Pennsylvania. Salary open.
No. 223A— Associate, American Institute of Ac­
countants. C. P. A. of Massachusetts. Age 38. 
Attended college for two years. Has had about 5 
years’ public accounting experience in addition to 
holding positions as comptroller and auditor of 
two large corporations. Has had experience in 
audits of manufacturing, mining and wholesale 
concerns and banks. Salary open.
No. 330A— Associate, American Institute of Accoun­
tants. C. P. A. Wisconsin and Arkansas. Has 
acted as vice-president, director and treasurer of 
public-utility corporation in addition to several 
years’ public accounting experience. Residing in 
New York. Salary open.
No. 466A— Associate, American Institute of Accoun­
tants. C. P. A. of New Hampshire. College 
graduate, with about 9 years’ public accounting ex­
perience. Residing in Massachusetts and wishes 
position in Boston. Salary $4,000.
No. 54lA— Associate, American Institute of Accoun­
tants. High school graduate. Age 34. C. P. A. 
of New York and Indiana. Twelve years’ public 
accounting experience in textile, municipal, broker­
age, lumber, insurance, general manufacturing 
audits. Residing in New York. No objection to 
travel. Salary open.
No. 77A— College graduate. C. P. A. of Iowa. 
About 7 years’ public accounting experience. Now 
in Florida. Desires position in northern part of 
the United States. Salary open.
D. J. Hornberger addressed a meeting of the 
Mansfield, Ohio, Rotary club, March 8th, on 
business prospects for 1932. He has been ap-
No. 6 lA— C. P. A. of New York. Age 33. High 
school graduate, special courses in accounting. 
About 6 years’ experience in public accounting, 
Senior grade. Is interested in good opportunity in 
New York. Salary $4,000.
No. 141A— C. P. A. of Indiana with about 10 years’ 
public accounting experience. Has also held po­
sition as assistant comptroller of large corporation. 
At present in New York, but is willing to accept 
position in any city. Salary open.
No. 447A— Semi-senior accountant. Age 25. 
Graduate of college, and also took evening courses 
in accounting. Three years’ public accounting ex­
perience. Resides in Pennsylvania and desires po­
sition in Philadelphia or vicinity. No objection to 
travel. Salary $30 a week.
No. 465A— Senior accountant. Age 40. Attended 
high school and business school. Nine years’ pub­
lic accounting experience. C. P. A. of New York. 
Desires position in New York, but no objection 
to travel. Salary $ 3,000.
No. 476A— C. P. A. of Pennsylvania. Age 27. 
Graduate of the University of Pennsylvania. Ap­
proximately 3½ years in public accounting. Will 
accept position in any large city. Now in New 
York. Salary $3,600.
No. 522A— C. P. A. of New York. Age 37. Has 
had about 17 years’ varied experience in public 
accounting. Resides in New York. Salary open.
No. 523A— Senior accountant. Has had college edu­
cation. About 10 years’ public accounting experi­
ence. Now in Detroit, but would prefer position 
in the east. No objection to travel. Salary $2,750.
No. 524A— Semi-senior accountant. Graduate of 
college. Age 26. Has had five years’ experience 
in public accounting consisting chiefly of indus­
trial, mercantile, chain-store and banking audits. 
Now in New York and desires position in that 
city. No objection to travel. Salary $30 a week.
pointed a director of the Ohio state chamber 
of commerce and also a director of the Dela­
ware, Ohio, chamber.
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HERE AND THERE
J. C. Baker, of Chicago, announces the re­
moval of his office to suite 1914 to 1916, 176 
West Adams street.
Alexander Grant & Co. have announced the 
admission to partnership of Earle D. Atwater, 
Chicago, and Maurice H. Stans, New York.
The Jacksonville, Florida, office of Haskins 
& Sells has been moved to the Barnett National 
Bank building.
Announcement has been made that the 
partnership consisting of Carl H. Nau, C. L. 
Swearingen, W . J. Taylor, H. A. Swearingen 
and A. L. Swearingen, who had been practising 
under the name of Nau, Taylor & Swearingen 
and Pace, Gore & McLaren, Cleveland, was 
dissolved on March 31, 1932.
Carl H. Nau has retired from active prac­
tice; W . J. Taylor will be associated with Frank
C. Brubaker and Raye M. Fisher under the 
name of Brubaker, Fisher & Taylor, at 1680 
Union Trust building, Cleveland. C. L. 
Swearingen, H. A. Swearingen and A. L. 
Swearingen will continue practice under the 
firm style Swearingen & Swearingen, at 3334 
Prospect avenue.
Edward L. Barette recently addressed the 
educational committee of the Kiwanis club of 
Los Angeles on various phases of audit pro­
cedure under present-day requirements.
Reynold E. Blight has recently delivered ad­
dresses before several organizations in the 
vicinity of Los Angeles and has also acted as 
financial consultant for the Los Angeles city 
board of education.
Oliver P. Cobb has been appointed secretary- 
treasurer of the Memphis, Tennessee, commit­
tee of 100 on employment, and group manager 
of the junior advanced sales organization for 
Southwestern College. On March 24th Mr. 
Cobb addressed the business-method depart­
ment of the Nineteenth Century club of Mem­
phis on "Scientific essentials for sharing.”
At a meeting of Beta Alpha Psi fraternity, 
Lambda chapter, held March 11th, Harry J.
Cooper delivered an address entitled "Prac­
tical experiences of special interest.”
On March 3rd J. D. M. Crockett spoke be­
fore a meeting of the Rotary club of Kansas 
City on some phases of the Missouri income- 
tax law.
At a meeting of the Maryland branch of 
the National Woman’s Party held at Balti­
more on March 15th, Elsa Doetsch delivered 
an address entitled "An auditor’s relation to 
the present crisis.”
The Business Bulletin for March, 1932, 
contained an article by DeWitt Carl Eggleston, 
New York, on "Chain-store accounting.”
"Preventing loss by avoiding receiverships,” 
by J. Pryse Goodwin appeared in the February,
1932, issue of Credit Executive, official publi­
cation of the New York Credit Men’s Asso­
ciation.
Caddie H. Kinard of El Dorado, Arkansas, 
delivered addresses on professional accountancy 
before high schools in Smackover and Sandy- 
bend, Arkansas, on March 7th.
Joseph J. Klein has been appointed by a 
justice of the supreme court of the state of New 
York as a referee to determine amount of a 
preferential claim.
John J. Lang of St. Louis delivered an ad­
dress, over radio station W EW  at St. Louis on 
March 31, 1932, on the revenue bill of 1932 
as it affects individual taxpayers.
Eustace LeMaster has been elected treasurer 
of the Young Men’s Republican Club of Spo­
kane county. On March 25th Mr. LeMaster 
addressed the Eastern Washington Association 
of Optometrists on the use of budgets in small 
businesses.
An article by Henry W . Sweeney, New 
York, entitled "Making reports to stockholders 
tell the truth,” appeared in the April 1st issue 
of Forbes.
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April 20, 1932
To Members and Associates of the 
American Institute of Accountants:
At the meeting of council of the American Institute of Accountants at the Institute’s offices, 
135 Cedar Street, New York, April 11th, recommendations of the board of examiners 
for election of applicants were approved. Credit for having passed examinations accept­
able to the Institute was accorded 4  applicants for admission as members. Two applicants for 
admission as members were given credit for having already passed the Institute’s examina­
tions for a C. P. A. certificate. Two applicants for admission as members had passed oral ex­
aminations. The board recommended the advancement of 4  associates to membership.
Following are the names of those recommended for admission:
For Advancement to Membership:
Harry Anson Finney, Chicago 
N. Cary Hayward, Boston 
Allan Muddiman, Birmingham 
Raymond L. Ward, Chicago
For Admission as Members:
Lester A. Krahe, New York 
Charles N. McClendon, Houston 
William R. McNamara, New York 
Geoffrey G. Rowbotham, New York 
G. Clayton Shannon, Pittsburgh 
George M. Thompson, Los Angeles 
Robert E. Warren, Cleveland 
Theodore F. Woodward, Springfield, Mass.
These applicants do not become members until declared elected by the president. If pro­
test is to be made against the election of any applicant on the list, it should reach the offices 
of the Institute before May 5th.
JOHN L. CAREY, Secretary.
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ANNOUNCEMENTS
Harold B. Atkins, New York, has an­
nounced the removal of his offices to 120 
Broadway.
Harold J. Beairsto has established an office 
at 30 Church street, New York, for the prac­
tice of accounting under his own name.
Charles B. Couchman of Barrow, Wade, 
Guthrie & Co. has announced the removal of 
his office from the Chanin building to 120 
Broadway, New York.
Announcement has been made of the re­
moval of the Montreal offices of Deloitte, 
Plender, Haskins & Sells to 231 St. James 
street.
Christian Djorup & Co. have announced 
that their New York offices will henceforth be 
at 120 Wall Street, in suite 2132-35.
Eppler, Botz & Sangster, 60 John street, 
New York, have announced the admission of 
William D. Shay to partnership in the firm.
Franke, Graef & Hannon, New York, have 
announced the removal of their offices to 444  
Madison avenue.
Frazer & Torbet have announced the estab­
lishment of an office in the Exchange Bank 
building, Tulsa, Oklahoma, under the man­
agement of W . I. Nicholson as resident 
partner.
Announcement has been received of the re­
moval of the offices of Griffith & Co., Phila­
delphia, to 1401 Girard Trust Co. building, 
Broad and South Penn square.
A. L. Andrus was recently appointed a mem­
ber of a committee of the city club of Portland, 
Oregon, to investigate a proposed amendment 
to the city charter granting a franchise to the 
Portland Traction Co. to operate on a service- 
at-cost plan.
G. C. Hurdman, White Plains, N. Y ., has 
been made a member of the city’s committee 
to arrange a revision of the charter.
E. H. Griswold & Co., Boston, Mass., an­
nounce the removal of their offices to 1 Federal 
street.
Announcement has been received that the 
Newark office of Haskins & Sells has been 
moved to the National Newark building. The 
firm’s San Francisco office has been moved to 
the Alexander building, and its uptown New 
York office is now at 22 East 40th street.
Loomis, Suffern & Fernald have announced 
the removal of their offices to 80 Broad street, 
New York.
Winfield McKeon and George J. Strong an­
nounce the formation of a co-partnership under 
the firm name of McKeon & Strong, with 
offices at 12 East 41st street, New York.
Louis Meyer has announced the removal of 
his office to 51 Chambers street, New York.
The Chicago office of Scovell, Wellington & 
Co., has been removed to the Bankers building, 
105 West Adams street.
Stagg, Mather & Hough announce the re­
moval of their New York office to 141 Broad­
way.
Earl G. Teeter & Co. have moved their 
offices to 1621 Bankers building, 105 West 
Adams street, Chicago.
Arthur Wolff & Co., Los Angeles, have an­
nounced the admission of Edwin H. Gebele to 
partnership in the firm.
H. A. Harrison, Los Angeles, has been ap­
pointed a member of the committee on bud­
gets and accounts of the institute of govern­
ment at the University of Southern California.
Morris Goodman of Boston was recently ap­
pointed by the creditors committee of the 
Kingston Manufacturing Corporation of Paw­
tucket, R. I., to act as liquidating agent.
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AMERICAN INSTITUTE OF ACCOUNTANTS
Annual Meeting
The committee on meetings has selected the 
Hotel Muehlebach, Kansas City, Missouri, as 
headquarters for the annual meeting of the 
American Institute of Accountants, October 17- 
20, 1932. Members who are unaccompanied 
by their wives may secure accommodations, if 
they prefer, at the Kansas City club, adjacent 
to the hotel.
Whether or not special arrangements for 
transportation will be made will depend upon 
the demand. It is likely that one or two special 
cars will be chartered to convey members from 
New York to the meeting place. Members in 
other cities who wish to organize groups to 
travel together should communicate with the 
secretary of the Institute.
Plans for the programme have been partly 
completed. Subjects for discussion have been 
chosen with a view to timeliness and universal 
interest. Some of those invited to speak have 
already accepted the invitations. An announce­
ment of topics and speakers will be made in 
the near future.
New England Regional Meeting
A regional meeting of the American In­
stitute of Accountants will be held at Provi­
dence, Rhode Island, on Monday, June 6th, 
with the cooperation of the Rhode Island So­
ciety of Certified Public Accountants. All 
members of state societies of certified public 
accountants in New England, and any other 
persons interested in accountancy, are cordially 
invited to attend. The meeting will take 
place at the Wannamoisett country club. The 
formal programme will open with a luncheon 
followed by a short business session. A golf 
tournament will be held in the afternoon and 
addresses and discussion will occur in the eve­
ning after dinner.
The principal speakers who have been in­
vited to address the meeting are Charles B. 
Couchman, president of the Institute; Philip
F. Gray, vice-president of the Irving Trust Co., 
New York, and chairman of the Robert Morris 
Associates committee on cooperation with ac­
countants; and Zenas W . Bliss, chairman of 
the board of tax commissioners of Rhode 
Island.
The registration fee will be $5, including 
luncheon and dinner, or $4  excluding lunch­
eon. A special greens fee of $1 has been ar­
ranged for those playing golf. The Wanna­
moisett country club is in the East Providence 
section near Pawtucket and the course is well 
known through important tournaments which 
have taken place there.
Chester R. Union, 508 Hospital building, 
Providence, is regional secretary, and inquiries 
about the meeting should be addressed to him.
Elections
The following applicants were elected to 
membership in the American Institute of Ac­
countants as of May 5, 1932:
Advanced to membership:
Harry Anson Finney, Chicago 
N. Cary Hayward, Boston 
Allan Muddiman, Birmingham 
Raymond L. Ward, Chicago
Admitted as members:
Lester A. Krahe, New York 
Charles N. McClendon, Houston 
William R. McNamara, New York 
Geoffrey G. Rowbotham, New York
G. Clayton Shannon, Pittsburgh 
George M. Thompson, Los Angeles 
Robert E. Warren, Cleveland 
Theodore F. Woodward, Springfield, Mass.
Each one had been recommended by the 
board of examiners and approved by the coun­
cil at its meeting on April 11th. The presi­
dent declared the applicants elected in the ab­
sence of protest after publication of their 
names on April 20th.
Examinations
The spring examinations of the American 
Institute of Accountants were held on May 
12th and 13th. It is estimated that about 800  
candidates sat for examination in 33 states and 
territories which cooperate with the Institute 
in the conduct of examinations. Thirty-seven 
accountancy boards now use the Institute’s ex­
amination service, but some of the boards did 
not hold examinations this spring.
Applicants for admission to the Institute 
were examined on the same days at New York, 
Buffalo, Chicago, San Francisco, Los Angeles, 
Boston and Seattle.
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Publications
The American Institute of Accountants Pub­
lishing Co., Inc., announces that several new 
books will be available for sale in the near 
future. Law for Laymen by Harold D. Gree­
ley, Basic Standard Costs, by Eric Camman and 
the third supplement to the Accountants’ In­
dex are now in type and publication will be 
completed soon.
A book of unofficial answers to the ex­
amination questions of the American Institute 
of Accountants, by H. A. Finney, H. P. Bau­
mann and Spencer Gordon has also been placed 
in the printers’ hands and will appear in the 
near future.
The manuscript of a short book entitled 
Duties of the Senior Accountant by F. W . 
Thornton, co-author of Duties of the Junior 
Accountant, is being prepared for the press. 
Announcement of the publication date will be 
made later.
Northern Ohio Chapter
A dinner meeting of the Northern Ohio 
Chapter of the American Institute of Account­
ants was held May 9, 1932, at the Chamber of 
Commerce club, Cleveland. John W . Love, 
editorial writer of the Cleveland Press, de­
livered an address entitled "The commodity 
crisis spreads to finance.”
Fourth International Congress on 
Accounting
The fourth international congress on ac­
counting will be held at London, England, 
during the week commencing July 17, 1933. 
The following institutes and societies will be 
hosts:
The Society of Accountants in Edinburgh
The Institute of Accountants and Actuaries 
in Glasgow
The Society of Accountants in Aberdeen
The Institute of Chartered Accountants in 
England and Wales
The Society of Incorporated Accountants and 
Auditors
The Institute of Chartered Accountants in 
Ireland
The Corporation of Accountants, Limited
The London Association of Accountants, 
Limited
A committee representing these groups has 
been appointed to make the necessary arrange­
ments and has already drawn up a provisional 
programme, announcement of which will be 
made in the near future.
The American Institute’s official representa­
tives have not yet been nominated. An invi­
tation from the secretary of the congress 
includes not only formally appointed delegates 
but any members of the Institute who plan to 
visit England during the time in which the 
congress will be in session. A notice of the 
expected attendance of guests other than the 
official representatives is requested in advance. 
Members of the Institute who plan to attend 
the congress should communicate with the sec­
retary of the Institute well ahead of time.
Recommendations on Federal 
Revenue Bill
The American Institute of Accountants com­
mittee on federal legislation on April 21st sub­
mitted a brief to the senate finance committee 
suggesting amendment of several provisions in 
the revenue bill then under consideration.
H. B. Fernald, chairman of the Institute’s 
committee, appeared at a hearing before the 
senate committee and orally summarized the 
arguments in the brief, which was then filed 
for future consideration.
The suggestions of the Institute’s commit­
tee included the following:
(a) Opposition to the suggested penalty for 
consolidated returns.
(b) Argument for continuance of the pro­
vision permitting deduction of net 
losses in a year subsequent to that in 
which they were incurred.
(c) Condemnation of proposed normal tax 
on dividends of domestic corporations.
(d) Argument for inclusion among tax- 
free distributions of distributions from 
March, 1913, surplus or values.
(e) Expression of opinion that the bill 
would not do full justice in the pro­
posed allowance of credit for foreign 
taxes.
(f )  Suggestion that the proposed surtax 
rates were passing the point of pro­
ductivity.
(g ) Request for more substantial allowance 
for earned income of professional prac­
titioners.
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Following is the full text of the brief filed 
by the Institute’s committee:
A m e r ic a n  I n s t i t u t e  o f  A c c o u n t a n t s  
Committee on Federal Legislation 
Re: H. R. 10236— Revenue Bill of 1932 
To the Committee on Finance 
of the Senate of the 
United States:
The committee on federal legislation of the Ameri­
can Institute of Accountants, a national organization 
of professional accountants throughout the country, 
makes the following presentation to your committee 
with respect to certain features of the proposed 
revenue act of 1932 now pending before your com­
mittee:
There are certain accounting matters of which we 
speak from the technical standpoint. There are other 
matters of which we speak from the standpoint of 
practising public accountants who see in a rather 
wide range of practice the actual working of income 
tax laws as they affect business affairs and as busi­
ness matters are reflected in the tax returns submitted.
W e urge for your consideration the following:
1. Consolidated Returns:
The bill as it stands before your committee con­
tains in section 141 the provision for consolidated 
returns of corporations, but imposes an added rate of 
tax of 1½ per cent. on consolidated net income if 
consolidated returns are used. W e believe this ad­
ditional tax is quite unwarranted and should not be 
imposed.
The American Institute of Accountants has con­
sistently urged the principle of consolidated state­
ments as best adapted fairly and equitably to reflect 
true net income. Long before the matter was raised 
through income-tax legislation the accountants had 
adopted the principle of the consolidated statement.
In 1917 the Institute urged the adoption of con­
solidated income-tax returns. In 1928, when it was 
proposed to eliminate them, the Institute joined with 
others in urging their continuance.
W e believe that consolidated returns are proper 
and should be encouraged rather than discouraged. 
They are in accord with sound business principles 
and good accounting practice.
The consolidated balance-sheet and consolidated 
income statement were really forced upon accountants 
as the best means of giving a true picture of the af­
fairs of a group of related corporations. If we have 
simply the separate accounts of each member of an 
affiliated group, we may find that, taking them cor­
poration by corporation, the accounts may, by acci­
dent or design, show profits or losses for the sepa­
rate corporations on intercompany transactions which, 
however, represent no true income or loss to the 
affiliated group. Sales or other transfers may be 
quite legal and appropriately made from one cor­
poration to another at wholly proper prices, with re­
sulting gain or loss computations. Service or other 
contracts may be entered into by one corporation 
with another. There may be no question as to the 
good faith and business honesty of such transactions, 
yet they may show gains or losses to the separate 
corporations which represent no real gain or loss to 
the entire group.
W e do not question that each member of an affili­
ated group considered as a separate corporation is 
entirely free to deal with any other member of the 
affiliated group in a wide range of wholly legitimate 
transactions which will involve no fraud or wrong 
to anyone. Without criticizing or objecting to such 
transactions, we simply say that such items of gain 
or loss on transactions between individual members 
of the group must be eliminated in the consolidated 
statement so that it will show the true gain or loss 
of the group in its dealings with outsiders.
There is no more profit to the group from the pas­
sage of goods from one corporation to another than 
there is by the transactions of one branch with an­
other of the same corporation. To show the true 
facts as to the group as a whole and to minimize 
the opportunity of evasion and concealment the con­
solidated statement was adopted and now has general 
recognition among accountants, lawyers, bankers, 
business men and stockholders.
In the income-tax laws from 1917 on, this prin­
ciple has been incorporated as representing the fair 
and equitable principle of taxing true income. Such 
affiliated groups have accordingly been left free so 
far as the income-tax law was concerned to conduct 
their affairs under such corporate forms as they might 
wish without having these various subdivisions ma­
terially affect taxable net income. To such a group 
it is generally immaterial from an income-tax stand­
point whether one corporation shows a loss while an­
other shows a gain. It is not necessary for such a 
group to make various changes and rearrangements 
of its agairs which it would certainly do if there were 
an advantage to be derived from having each corpo­
ration show as earnings some income and no corpo­
ration operating at a loss unless all corporations in 
the group were sustaining a loss.
Consolidated federal income-tax return provisions 
have now been in effect for 15 years. Great diffi­
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culty, confusion and uncertainty will result if they 
are now to be practically discontinued because of an 
excess tax imposed for their use.
Many corporations have never submitted anything 
other than a consolidated federal income-tax return. 
Other corporations have so long had their federal 
income-tax returns stated and audited on a con­
solidated basis, eliminating intercompany transactions, 
that the statement and audit of separate returns will 
call for practically a new basis from that to which 
they have been accustomed. It may take years to 
straighten out the disputes and litigation which 
would result.
Under the present provisions relating to con­
solidated returns there has developed greater sim­
plicity than in prior acts. Many of the controversies 
have been settled and the complications eliminated 
so that at the present date the preparation and audit­
ing of consolidated returns is not a very difficult 
matter.
One point is certain and that is that none of the 
difficulties regarding consolidated returns which may 
exist in the future will compare with the difficulties 
which would result from trying now to unscramble 
the affairs of corporations which for years have been 
making their consolidated returns.
As to the revenues, we doubt if there would be 
any material addition to the revenue, with a distinct 
probability that, in this period of depression at least, 
there would be a substantial reduction in the revenue 
from separate returns as compared with that from 
consolidated returns. Statistics of the results shown 
by consolidated returns will not be reliable because 
the very principle of the consolidated return is to 
make unimportant the question of whether there may 
be losses in one corporation at the same time that 
there are profits in another so long as the true in­
come of the consolidated group is reported. If con­
solidated returns are penalized it will be to the in­
terests of such groups to equalize the income of 
their respective separate members. As already stated, 
there are wholly legitimate, proper and valid means 
by which this may, to a large extent, be done.
W e believe that any gain which might arise from 
the corporations that might pay additional taxes on 
account of consolidated returns would be more than 
offset by the reductions which could be made by 
others who under separate returns could do what 
would not be permissible under consolidated returns.
The accountants of the country have consistently 
urged the consolidated return principle which has also 
been urged by the Bar Association, the Chamber of
Commerce and others. The principle of consolidated 
statements is in general use in business. It is not a 
device intended to give to affiliated groups some par­
ticular tax advantage. W e urge that it be continued 
without any increased tax rate therefore.
2. Net Losses:
The pending revenue bill continues in section 117 
the provision for the deduction of a business net loss 
of one year in the next or subsequent year, excepting 
that the right to this deduction is limited to one year 
instead of two years as in existing law and that no 
such deduction is to be allowed in computing income 
for the years 1932, 1933 and 1934.
The net loss provision is recognition that each tax­
able year of a business does not stand entirely by it­
self unassociated with the results of other years. We, 
as accountants, well recognize the difficulty of trying 
to determine the exact income of a particular period. 
There is a continual overlapping from one period to 
another of business transactions and business activi­
ties. The only reason why business men are in many 
cases continuing their operations today, standing their 
expenses and accepting their losses, is for the future 
benefits which they believe will be given by the con­
tinuity of the business. W e fully recognize that for 
income-tax administration it is necessary to adopt 
fixed periods for determination of net income real­
ized, but business men know and our income-tax laws 
have long recognized that there is much artificiality 
in these cut-offs from year to year.
The business which can show a consistent record 
of profits from one year to another can well pay a 
fair tax on each year’s results as determined. The 
business which has been losing money for one year 
or two years is far from being in an equal position 
as to the payment of taxes. In effect, because of 
overlapping transactions, the elimination of the net 
loss provision will mean that a business which can 
less afford to pay a tax will actually be paying at a 
higher rate than one which is prosperous and stable.
Under the existing law it is not important to strive 
for meticulous accuracy in the computation of busi­
ness income. A statement of business income at best 
represents many features of estimate to be determined 
by opinion and judgment. The matter is not seri­
ous if a loss shown for one year may be carried for­
ward and applied as against income of another. 
These matters may, however, become subjects of seri­
ous disputes and difficulties between taxpayers and 
the treasury, if this provision is changed, so that 
each year must stand wholly separate from any other 
year.
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W e believe, in fairness to the taxpayers, this net 
loss provision should be continued.
3 . Tax on Dividends:
Section 25 (a ) of the pending bill would make 
dividends for the taxable years 1932 and 1933 sub­
ject to the normal tax. This is directly contrary to 
the policy of all our prior income-tax laws.
Originally, under the 1913 and 1916 acts, divi­
dends carried to the stockholders exemptions equal 
to the full rate of the corporate tax which had been 
paid. During the war years and the post-war years 
as the tax rates of corporations and of individuals 
were from time to time changed the full exemption 
has not been maintained. Neverthless, all of these 
laws recognized the principle that since dividends 
were paid from earnings on which the corporate tax 
had already been paid, an allowance should be made 
to the stockholder accordingly. The present bill con­
tinues to recognize this principle excepting only for 
the years 1932 and 1933.
W e believe, in fact, that dividends when dis­
tributed to the stockholder should carry to him the 
exemption for the full amount of tax which has been 
paid by the corporation. W e do not, however, urge 
at this time an attempt to restore this principle fully, 
but we do believe it is unfair to eliminate the recog­
nition of this principle because this would be a clear 
case of double taxation. It makes a clear discrimi­
nation of 13½ per cent. against doing business in cor­
porate form. It will tend to discourage investments 
in stocks. It will decrease the value of stock invest­
ments and it will discourage the doing of business 
in corporate form.
What this will mean is readily seen if we note 
that the Bill proposes a 40 per cent. surtax and a 7 
per cent. normal tax on individual incomes of over 
$100,000. Adding to this a 13½ per cent. tax will 
make a total tax of 60½ per cent. to be paid on busi­
ness incomes earned by a corporation and distributed 
to stockholders if their incomes are over $ 100,000. 
The means that such business incomes would have to 
amount to 12.658 per cent. on the investment in order 
that after tax they might be equivalent to the yield 
of a 5 per cent. tax-exempt bond; or they would have 
to amount to 11.392 per cent. to be equivalent to a 
4.5 per cent. tax-exempt bond.
A tax on income may not be an item which is 
directly included in the cost of goods sold or serv­
ices rendered, but certainly it is an item which di­
rectly affects the capital which will be invested in 
business enterprise. If business investments are made 
unprofitable by heavy taxes, this will naturally limit
the amount of such investments and the amount of 
employment which business enterprises can give to 
the people.
Not merely is it right in theory that business in­
vestments should yield fair and reasonable returns 
without attempt to impair or recapture these by heavy 
taxation, but it is moreover a practical necessity that 
business investments must continue to be attractive 
and productive if we are to expect a return of pros­
perity and a recovery of business.
4 . Tax-Free Distributions:
The income-tax laws since 1916  have adopted the 
principle that the taxable status of distributions to 
stockholders should be determined by the fact of 
whether or not such distributions were out of cor­
porate earnings accumulated since March 1 , 1913. 
Any distributions which were made out of the actual 
capital of a corporation or which were made out of 
March 1 , 1913, surplus or values (which for income- 
tax purposes are generally recognized as having a 
capital status) were not considered as taxable divi­
dends to the stockholders, but rather they are to be 
taken into account as reducing the basis for comput­
ing gain or loss on the sale or other disposition of 
the stock.
It is, of course, recognized that to each stockholder 
his capital investment is what he has paid for his 
stock, but it would be impracticable to try to measure 
whether or not each distribution made was or was 
not a return to each stockholder of a part of his own 
particular investment in that corporation. The law 
has, accordingly, adopted as an accounting basis the 
capital status in the corporation as determinative of 
the tax status of the distributions to the stockholders.
It is quite possible that the capital basis of its 
assets to a corporation may only be equivalent at any 
date to $50 a share for the stockholder. When a 
stockholder pays $50 for his stock he will have the 
same capital basis for his stock as the corporation 
has for its assets. However, the stockholder who 
pays $100 for his stock at a subsequent date, while 
the corporate basis still remains fixed at the equiva­
lent of $50 a share has a capital investment which is 
twice that of the corporation.
W e grant that it is impracticable to try to figure 
the separate capital basis of each individual stock­
holder in measuring the status of distributions, but 
the least justice that can be done is to allow to such 
a stockholder whatever benefit may come from the 
adoption of the corporation basis.
The bill continues to recognize this fact as to dis­
tributions from actual capital of the corporation. It
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fails, however, to give such recognition to the surplus 
or values which existed at March 1 , 1913, which 
have their quasi capital status.
Some question may be raised as to why corpora­
tions have not after all these years fully distributed 
all March 1 , 1913, surplus or values. The reason 
is found in the law which prohibits such distribu­
tions until after all subsequent earnings have been 
distributed. There is no question that if it were 
not for this provision of the law, practically all such 
March 1 , 1913, surplus and values would long since 
have been distributed in the form of free tax dis­
tributions. The law itself has prevented doing this.
As an accounting matter it is certainly sound and 
equitable that where a corporate basis is adopted as 
a standard for determining the taxable status of dis­
tributions such basis should be consistently followed 
including the recognition of the nontaxable status of 
accumulations or values prior to March 1 , 1913.
5. Credit for Foreign Taxes:
The bill in section 131 continues the allowance for 
credit for foreign taxes which we believe should be 
continued, but it imposes certain technical limitations 
which, to some extent at least, we believe to be quite 
unwarranted. Commerce among the nations may 
represent business conducted in part in one country, 
perhaps in part in another, and perhaps with owner­
ship and management in a third. If each country 
in which the business is conducted, owned or man­
aged, endeavors to levy the maximum possible tax on 
the entire income derived from this international 
business, there will be international double taxation 
or even treble or quadruple taxation which would 
mean the breakdown of international business and 
commerce.
This question of international double taxation is 
one to which a committee of the American Institute 
of Accountants has been long devoting its study in 
cooperation with other committees and organizations 
who are studying it and endeavoring to find the best 
practical solution. W e must recognize the right of 
each country to impose income taxes upon incomes 
earned within its boundaries. Our own country im­
poses such a tax on all incomes of foreign indi­
viduals, partnerships or corporations derived from 
sources within the United States. The United States 
also asserts its right to tax all incomes received by 
its citizens or residents even though they are derived 
from sources without the United States. W e have, 
however, under our revenue acts for some years been 
giving a certain recognition to the principle of avoid­
ance of international double taxation by our allow­
ances of the credit for foreign taxes. This has never 
gone as far as some of us have felt it should go, 
but it has been distinctly a step in the right direc­
tion and was intended to work fair justice.
A formula was written into the law intended to 
prevent, and which reasonably did prevent, the de- 
duction of foreign taxes at rates higher than the in­
come tax imposed by our government. There has 
been some criticism of this formula on the ground 
that under certain conditions it might work out so 
as to make the net tax collectible by the United 
States somewhat less than the full tax rate on that 
part of the income of the corporation which was de­
rived from sources within the United States. Perhaps 
there was reason for amendment of the wording of 
the law in that particular and the bill makes such 
amendment in section 131 as to insure that the total 
credit for foreign taxes will not reduce the tax pay­
able on the taxpayer’s income derived from sources 
within the United States. W e do not criticize this 
feature of the bill as expressed in section 131 (b) 
(2 ).
W e believe, however, that an injustice is done in 
applying a further limitation in section 131 (b) ( 1) 
which would make a, separate limitation to be ap­
plied as to the credit in respect of the tax which 
may be paid to each separate country in which a 
taxpayer may be doing business.
Take, for example, (A ) the case of a corporation 
having $ 100,000 income from sources within the 
United States and $ 100,000 of income from a for­
eign country which imposes a 20 per cent. rate of 
tax. The formula of section 131 (b) ( 2) would 
provide that credit may not be taken for more than 
$13,500 (of the $20,000 paid to the foreign coun­
try) so that the net tax payable to the United States 
should not be less than the 13½ per cent. on the 
$ 100,000 income from sources within the United 
States. This seems not unreasonable.
Next take example (B ) of a corporation having 
$ 100,000 income from sources within the United 
States, $100,000 of income from a foreign country 
imposing a 20 per cent. rate, and $ 100,000 of in­
come from a foreign country imposing a 7 per cent. 
rate— the foreign taxes it will be required to pay will 
be $27,000, an average of 13½ per cent. on its for­
eign income. It might receive credit for the full 
amount of these foreign taxes it has paid and still 
not reduce its tax payable to the United States be­
low 13½ per cent. on its income from sources within 
this country. It could then, under the limitation of 
section 131 (b) ( 2 ) ,  receive this full credit.
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The bill, however, would impose the further 
limitation of section 131 (b ) ( 1) which, applied 
country by country, would work out as follows:
On the $100,000 income on which a 20 per cent. 
foreign tax was paid, the credit allowable would only 
be $13,500. On the $100,000 income on which the 
7 per cent. foreign tax was paid the credit allowable 
would only be $7,000. This would make a total 
credit of $20,500. In figuring the total tax on $300,- 
000 of income at 13½ per cent., making a total of 
$40,500, credit would be given of $20,500, leaving 
a tax to be paid to the United States of $20,000. 
This would be $6,500 more than the amount of a 
13½ per cent. tax on its income from sources within 
the United States. The amount of $6,500 additional 
taxes to the United States would result from deny­
ing to the taxpayer credit for $6,500 foreign taxes 
actually paid by it.
We do not criticize the formula of section 131 
(b) ( 2 ) intended to provide that the foreign tax 
credit should not be allowed to reduce the tax on 
incomes derived from sources within the United 
States. Our criticism is directed particularly against 
what seems the wholly unnecessary and unwarranted 
limitation of section 131 (b) ( 1 ) which may result 
in the United States collecting more than the amount 
of tax on incomes earned within this country be­
cause by a segregation of payments it would deny 
credit for foreign taxes which have actually been 
paid.
We believe that fairness and every requirement for 
safeguarding the revenues will be met by the limita­
tion of section 131 (b) ( 2 ) and that the separate 
limitation of section 131 (b) ( 1 ) should be elimi­
nated from the bill.
6. Surtax Rates:
The surtax rates proposed in the bill are very 
high. W e believe they are passing the point of pro­
ductivity.
A simple example will illustrate this. The bill 
proposes in section 12 , a surtax rate of 40 per cent. 
on net incomes in excess of $ 100,000, which with the 
7 per cent. normal tax of section 11 will make a 
total tax of 47 per cent. For a man subject to this 
47 per cent, tax, a tax-exempt 5 per cent. bond will 
give a net yield equivalent to that of a taxable bond 
which yields 9.434 per cent. A 4½ per cent. tax- 
exempt bond becomes equivalent to a taxable 8.49 
per cent. yield.
A 6 per cent. 20-year taxable bond will yield ap­
proximately 9.4 per cent. if it is selling at 70, or it
will yield approximately 8.5 per cent. if it is selling 
for 76.
Different rates of interest and different maturities 
would naturally give different prices, but the fact 
still stands that a 47 per cent. income-tax will mean 
a very much higher interest rate or a very much lower 
price for taxable than for tax-exempt bonds.
It is perfectly true that the bond market is not 
wholly confined to the individuals with large incomes, 
but nevertheless they constitute a very important fac­
tor, and much of our business recovery depends 
directly on obtaining a reasonable bond market for 
industrial and railroad securities. If our tax laws 
practically eliminate all persons of large incomes as 
investors in industrial and railroad bonds at reason­
able rates of interest or reasonable prices, we can 
hardly hope for any very satisfactory market for such 
securities.
Even for a $50,000 income, for which the normal 
and surtax rate would aggregate 28 per cent., a 5 per 
cent. tax-exempt bond becomes equivalent to prac­
tically a 7 per cent. taxable yield.
Certainly we cannot expect that any man free to 
pick and choose his investments to his best advan­
tage will select taxable securities which will yield 
him net after payment of the tax less than the yield 
obtainable from tax-exempt securities of equal grade. 
A high tax rate certainly gives every inducement to 
those of large incomes to withdraw from the tax- 
paying class and place their investments in tax-exempt 
securities. A high tax rate such as that proposed in 
this bill will certainly tend to retard recovery in our 
bond markets. It will make a much more difficult 
proposition for the railroads and industries to obtain 
the additional funds they may require and, to a sub­
stantial extent at least, it will pass the point of pro­
ductivity as a tax measure. 
The effect of these high income-tax rates is readily 
seen in the case of bonds, but they will likewise have 
their effect on other sources of taxable income. An 
investment in construction of new buildings must be 
measured no less from the standard of net yield after 
allowing for payment of the income tax as compared 
with the yield which might be obtained from tax- 
exempt securities.
Undoubtedly a high income-tax rate will tend to 
help the market for tax-exempt securities, but it will 
do this as it passes the point of productivity as a 
revenue measure and as it discourages investment in 
commercial enterprises.
7. Earned Income:
This is a matter on which we speak from the stand­
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point of professional men who are directly affected 
by this.
The professional man usually spends many years 
of work, thought and study before he reaches his 
best earning power. During the early years of pro­
fessional life his income is usually not large. Later 
he may reach a comparatively few years of maximum 
return when he realizes on the reserves of accumu­
lated thought, energy and experience. W e grant 
that it is quite impossible for him to express in 
figures year by year the possible allowance for his 
wasting of himself. Yet we generally recognize that 
such professional earnings are not the same as the 
income derived from interest on capital, where the 
income leaves the capital unimpaired.
The principle that earned income should be taxed 
at a less rate than other income has been recognized 
for several years and the present bill allows a credit 
on account of earned income. W e believe, however, 
that the present law has reduced the credit to an 
amount that is negligible and we, as professional 
men, personally believe that a more substantial al­
lowance should be made.
Accountancy and the Press
Public interest in accountancy, which appar­
ently has been on the increase during the so- 
called period of depression, is manifested by 
the attention devoted in newspapers to audits 
and financial statements.
An editorial in the Chicago Tribune on 
April 30th, states that the Kreuger debacle 
"calls attention to the need of sound audit 
practice in business” and states flatly that 
"sound auditing does not permit an incorrect 
balance-sheet; it is the only real safeguard of 
the investor.”
The Chicago Journal of Commerce recently 
published an analysis of the annual report of 
a prominent industrial company, in which there 
were criticism and commendation for various 
items in the financial statements.
“Accountants, like doctors, often disagree,” 
says the article. "A  loss which might be 
properly charged to surplus in one company 
may rightfully be charged to operations in an­
other company.
"Stockholders, we believe, are quite as much 
interested in the extent to which the assets of 
their company are reduced by extraordinary
W e are entirely in accord with the policy of bal­
ancing the federal budget, but we cannot subscribe 
to changes in the law and provisions which we be­
lieve violate the fundamental principles of income 
taxation which have been developed over a period 
of many years.
W e believe that there is a limit to the revenue 
which income taxes can produce, and, if rates are 
arbitrarily increased and unsound and unscientific 
provisions enacted, that there will not be a material 
increase in revenue but that in many cases these 
provisions will have the effect of seriously handi­
capping business operations with a resulting loss in 
income-tax revenue.
Respectfully submitted,
W i l l i a m  R. M a in  
L e o n  E. W il l ia m s  
H e n r y  B. F e r n a ld ,  Chairman. 
April 20, 1932 . Committee on Federal Legislation, 
American Institute of Accountants
charges as they are in the profits from oper­
ations. Newspapers, likewise, even though 
they may agree with the accountants as to pro­
priety of charges, do not like to tell subscribers 
one day that a company has made $6,000,000  
and then learn the following day that the net 
assets decreased $5,603,290.
"There has been no thought in our mind at 
any time that the . . . .  Company intended to 
tell only half the story; we think rather that 
the habits of the bull market, when everything 
was profit, are perhaps not easily thrown off 
and that publicity departments unaccustomed 
to red ink might very understandably fall into 
the error of telling only the favorable side of 
the story.”
The Wall Street Journal, New York, May 
4th, contains an article discussing the possi- 
bility of statutory audits by accountants ap­
pointed by stockholders. The article contains 
reference to the Massachusetts statute requiring 
an annual certificate of condition certified by 
an auditor, and to the policy of the New York 
stock exchange and of several large corpora­
tions in encouraging general publicity on cor­
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porate affairs. The concluding paragraphs of 
the article are as follows:
"Since a prominent factor in some of the 
possible legislative measures tentatively dis­
cussed has been a provision that corporation 
reports should be subject under the law to an 
independent audit, the proper appointment of 
auditors would be a question of great im­
portance and one most susceptible to potential 
political tangents.
"As accurate and impartial accounting would 
be essential to any law designed to bring cor­
rect information to security holders, it is gen­
erally believed that the best interest of such a 
law would be served by delegating the appoint­
ment of auditors to the stockholders or direc­
tors of corporations, with the possible proviso 
that certified public accountants be employed 
and with possible additional provisions safe­
guarding independence of action on the part 
of auditors. The English corporation law is 
an example of existing legislation embodying 
many provisions of this general type.”
A recent issue of the Financial Post, Toron­
to, Canada, expressed disapproval of an appar­
ent tendency in periods of poor business to in­
dicate by published financial statements a con­
dition better than the facts warrant.
"Chartered accountants who audit the books 
of the different companies in which investors 
have placed their money report that constant 
pressure is being brought to bear upon them 
to make balance-sheets look just a little bit bet­
ter than present circumstances warrant,” the 
item says. The writer recommends a general 
housecleaning in times such as the present, and 
suggests writing down doubtful values, admit­
ting losses which have been incurred, and pro­
viding for all contingencies. "Most investors 
expea unsatisfactory earning statements and 
balance-sheets at the present time. Prices of 
most securities discount conditions worse than 
they really are. There is, then, no point in at­
tempting to hide adverse situations.”
The press has given wide publicity to em­
ployment of the accounting firm, George K. 
Watson & Co., to cooperate with counsel for 
the senate banking and currency committee in 
investigation of activities of stock-market 
operators.
The Wheeling, West Virginia, News, May 
2nd, published the following editorial under 
the title "An intelligent try:”
"The statutes of Massachusetts require that 
financial information furnished in respect to 
the qualifications of securities for public sale 
shall be under oath of a 'reputable accoun­
tant,’ or made by him under the penalties of 
perjury. The department of public utilities 
interprets the statute requirement to mean a 
'reputable accountant’ actually engaged in 
practice as a public accountant, and one with­
out any personal interest in the concern for 
which the report is made. The accountant is 
made the first-line defense in the state against 
the fraudulent promoter and his attempts to 
prey upon the public.
"The Massachusetts plan is at least an in­
telligent effort to do a very good thing.”
Natural Business Year
The American Institute of Accountants spe­
cial committee on natural business year has 
been responsible for publication in banking 
and law magazines of a number of ‘ articles 
dealing with the advantages of a natural fiscal 
year for business enterprises. The following 
article which appeared in the Los Angeles Bar 
Association bulletin for February, 1932, is 
typical of the material which has been dis­
tributed by the Institute’s committee:
"NATURAL BUSINESS YEAR” 
Advantages of fiscal year over calendar year in 
corporations’ business 
By H. M. Thomson, Member of Committee of Ameri­
can Institute of Accountants on "Natural 
Business Year”
Why should lawyers be interested in the "natural 
business year?”
The natural business year is simply a twelve month 
period which ends at the time when a normal cycle 
of activity has been completed. For example, many 
department stores close their accounts at January 31st, 
which is considered the time when their season ends. 
Inventories are at the lowest point, the period of 
greatest sales has recently been completed, and finan­
cial statements prepared as of that date indicate most 
accurately the true financial condition of the com­
pany and the results of its operations for a normal 
twelve-month cycle.
Bankers, accountants and others have been mak­
ing strenuous efforts to induce business enterprises to
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adopt a fiscal year most suitable for their particular 
needs. Lawyers are in a peculiarly advantageous po­
sition in so far as they may effect adoption of an 
advantageous fiscal year at the very beginning of an 
enterprise. The attorney can usually make recom­
mendations on details of this kind when the corpo­
rate charter is drawn. It is to be feared that many 
lawyers have written December 31st as the closing 
date of thousands of corporations without raising the 
question of whether that might be the time in each 
particular industry when it would be most convenient 
and most logical to mark the conclusion of a year’s 
activity.
Purely as a matter of habit the calendar year has 
been widely adopted as the fiscal year of number­
less corporations. Inertia makes it difficult to change 
and, therefore, members of the legal profession 
should bear the matter in mind when they prepare 
the by-laws for new corporations.
The chief advantages of a natural year may be 
summarized as follows: ( 1 ) The staff of the busi­
ness itself may take inventory and close its books 
with greatest facility at the time when activity is at 
the lowest ebb. ( 2 ) The banker obtains a more ac­
curate picture of the borrower’s financial condition if 
the latter’s balance sheet reflects a period embracing 
a complete cycle of activity. (3 ) Comparisons of 
annual statements are most significant if each reflects 
a normal seasonal unit. (4 )  If the fiscal years of 
various businesses ended at the times most convenient 
to themselves closing dates would be “staggered” 
throughout the twelve months and congestion would 
be relieved in bank credit departments, with public 
accountants, in the bureau of internal revenue, and 
with attorneys themselves, who must prepare for and 
handle many annual meetings at one time.
Ohio Board Issues New Certificates
The Ohio state board of accountancy has an­
nounced that as a result of the examinations 
conducted in the fall of 1931 certificates as 
certified public accountants have been issued to 
the following: John W . Dixon, Hallie J. En­
sign, Cecil N. Hinman, Almond J. Hyde, 
Ernest M. Ikirt, J. Weldon Jones, Jacob Kalish 
Charles R. Kistler, Ira A. Lutz, Henry E. Nuel- 
sen, Donald C. Smith, Maurice H. Stans, Harry
A. Steensen, Harry J. Sweeny, Roby E. Taylor.
STATE LEGISLATION
Mississippi
Two bills affecting accountancy have been 
introduced in the Mississippi legislature, al­
though no action had been taken on either 
when this Bulletin went to press.
House bill No. 701 would amend the ac­
countancy law of the state by extending the 
period of registration of public accountants to 
September, 1932. Under the present law, 
which became effective November 1, 1930, 
public accountants who did not hold C. P. A. 
certificates were permitted to register before 
February 1, 1931. The Mississippi Society of 
Certified Public Accountants is opposed to the 
amendatory bill extending the period of 
registration.
House bill No. 793 would permit building 
and loan associations of Mississippi to cause 
audits of their accounts by certified public ac­
countants of their own choice, in place of an 
annual examination by the state auditor.
New Jersey
The New Jersey legislature has recessed 
from April 27th to May 23rd. No action has 
been reported on the bills dealing with audit 
of municipal accounts which were reported in 
the April Bulletin.
Rhode Island
A law providing for amendment of the 
statute dealing with audit of municipal ac­
counts was enacted in Rhode Island on April 
20th. The measure was designated in the 
legislature as house bill No. 839 and has be­
come chapter 1957 of the laws of 1932. The 
text of the act is as follows:
A n  a c t  a m e n d i n g  c h a p t e r  1422 o f  t h e  p u b ­
l i c  LAWS, 1929, ENTITLED " A n  ACT PROVIDING FOR 
AN AUDIT OF MUNICIPAL ACCOUNTS AND THE IN­
STALLATION OF MUNICIPAL ACCOUNTING SYSTEMS" 
BY ADDING THERETO CERTAIN SECTIONS AND REPEAL­
ING SECTION 22 OF CHAPTER 44 OF THE GENERAL
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l a w s ,  e n t i t l e d  " O f  t h e  g e n e r a l  t r e a s u r e r , "  a s  
ADDED BY CHAPTER 1731 OF THE PUBLIC LAWS, 1931.
It is enacted by the general assembly as follows:
Section 1. Chapter 1422 of the public laws, 1929, 
entitled "An act providing for an audit of municipal 
accounts and the installation of municipal account­
ing systems” is hereby amended by adding thereto 
the following sections:
"Section 7. All payments made by the several 
towns and cities to the general treasurer under the 
provisions of section six of this chapter shall be 
credited by the general treasurer to that item in the 
annual appropriation bill entitled 'Audit of muni­
cipal accounts’.
"Section 8. The treasurer of each city and town 
in this state shall annually within sixty days of the 
close of its fiscal year furnish to said commissioner, 
on blanks provided by him, a return for such city 
or town containing, (a ) a statement of all receipts 
and disbursements of the last fiscal year; (b) a 
statement as to uncollected taxes outstanding at the 
close of the last fiscal year according to the years 
for which said taxes were assessed; (c) a statement 
as to debts incurred during the last fiscal year which 
were unpaid at the end of said year; (d) a state­
ment of all current assets and current liabilities of 
such city or town at the close of its last fiscal year; 
(e) statements as to each public industry maintained 
or operated by such city or town, ( 1 ) of income and 
expense for last fiscal year, ( 2 ) of expenditures for 
construction and/or equipment for said year, ( 3 ) of 
all assets and liabilities at close of said year; (f)  
a statement of the public debt evidenced by notes, 
bonds or other evidences of indebtedness issued and 
outstanding of said city or town showing as to each 
item thereof, the authorization due thereof, the pur­
pose for which authorized, the amount authorized, 
the date of issue, and amount issued, the interest 
rate, the amount owing on account of same at the 
close of the fiscal year, and the amount, if any, at 
that time of the sinking fund established for the re­
tirement of such debt; (g ) a statement of the sink­
ing funds for the payment of the same of such city 
or town, showing how such funds are constituted and 
invested at the close of said fiscal year.
"Section 9. Whenever any town or city shall fail 
to file the statement required in section eight of this 
chapter within the time required by said section or 
files a statement that does not fully comply with the 
requirements of said section eight said commissioner
shall immediately notify the treasurer of such town 
or city and the general treasurer of such fact and 
the general treasurer shall withhold any and all pay­
ments of money due or that may become due to said 
town or city during the period that said town or city 
treasurer fails to fully comply with the provisions of 
said section eight.
"Section 10. Said commissioner shall cause the 
statements furnished him as provided in section eight 
hereof to be examined and audited and shall from 
time to time prepare reports as to the financial con­
dition of any city or town for the use of the general 
assembly or any committee thereof and for the pur­
pose of preparing any such report said commissioner 
is hereby authorized to exercise all the powers con­
ferred by section three of this chapter and the town 
or city treasurer and such other persons as may have 
the custody of accounts in any such city or town shall 
comply with and be subject to the penalties pre­
scribed in section four of this chapter.
"Section 1 1 . The general assembly shall annually 
appropriate such sums a it deems necessary for the 
purpose of carrying out the provisions of this chap­
ter and the state comptroller is hereby authorized 
and directed to draw his orders upon the general 
treasurer for the payment of such sums or so much 
thereof as may from time to time be required upon 
receipt by him of proper vouchers approved by said 
commissioner.”
Section 2. All necessary expenses incurred by the 
state commissioner of finance in carrying out the pro­
visions of this act shall be charged to that item en­
titled "Audit of municipal accounts” in the annual 
appropriation bills for the fiscal years ending June
30, 1932, and June 30, 1933, within which fiscal 
year said expenses are incurred and the state comp­
troller is hereby authorized and directed to draw his 
orders upon the general treasurer for the payment of 
such sums as may be from time to time required upon 
receipt by him of proper vouchers approved by said 
commissioner.
Section 3. This act shall take effect upon its pas­
sage and section 22 of chapter 44 of the general 
laws, entitled "Of the general treasurer” as added 
by chapter 1731 of the public laws, 1931, is hereby 
repealed .
Approved, April 20, 1932. 
The Rhode Island legislature has adjourned.
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NEWS OF LOCAL SOCIETIES
California
William M. Hale, cashier of the federal re­
serve bank, twelfth district, was the speaker at 
a dinner meeting of the San Francisco chapter 
of the California State Society of Certified 
Public Accountants held April 18th. Mr. 
Hale’s address dealt with operation of federal 
reserve banks.
Connecticut
Walter A. Musgrave was elected president 
of the Connecticut Society of Certified Public 
Accountants at a meeting held at New Haven, 
April 27th. The other officers elected are as 
follows: vice-president, John S. Roth; secre­
tary, Lewis Sagal; treasurer, Harry Jacobs; au­
ditor, Russell Everrett.
Florida
A luncheon meeting of the Miami chapter 
of the Florida Institute of Accountants, was 
held March 29th. Thomas R. Spillane, internal 
revenue agent in charge, Jacksonville, discussed 
federal income taxes.
Iowa
A tentative programme for the convention 
of the Association of Iowa Accountants, to be 
held at the Hotel Warrior, Sioux City, May 
28th, has been announced. In addition to the 
regular business meeting of the association it 
is planned to hear addresses by W . S. Gilman, 
chairman of the Iowa state committee for the 
reduction of governmental expenditures, and 
R. A. Wester, accountant. Mr. Gilman will 
discuss tax reform in Iowa from the accoun­
tant’s viewpoint, and Mr. Wester’s address will 
be entitled "Some aspects of budgets.” Edgar 
S. Gage will present a review of the American 
Institute publication, Ethics of a Profession, by
A. P. Richardson, and there will be round-table 
discussion of solicitation, competitive bidding, 
accounting rates, publicity, and rules and regu­
lations.
The programme of entertainment includes 
an automobile tour of Sioux City and a lunch­
eon for the ladies, an afternoon theatre party 
for the ladies, luncheon, golf and trapshooting 
for the men. In the evening there will be a 
dinner, bridge party and dance.
Maryland
On May 10th a dinner meeting of the Mary­
land Association of Certified Public Accoun­
tants was held at Baltimore. William S. 
Gordy, state comptroller, was speaker at the 
meeting and his address was on finances and 
accounting of the state of Maryland.
A fund for the purchase of accounting 
books for the Enoch Pratt free library, Balti­
more, has been created by the Maryland Asso­
ciation of Certified Public Accountants. The 
agreement between the association and the 
library provides for an initial advancement of 
$500 for accounting texts and an annual sub­
scription of $200 for the same purpose. The 
books purchased under this fund will be used 
for reference purposes except in cases where 
there are duplicate copies obtained. The asso­
ciation has the authority to designate books to 
be purchased.
Massachusetts
At a meeting of the Massachusetts Society 
of Certified Public Accountants held March 
25th the following members were elected as a 
nominating committee: Lester F. Blake, J. 
Chester Crandell, Herbert J. Harkins, Charles 
E. Masters and Henry W . Robbins.
The executive committee reported a meeting 
with the board of registration of certified pub­
lic accountants of the state, at which the con­
duct of examinations was discussed. Members 
of the society were informed that the average 
age of the 192 applicants at the last examina­
tion was 22 years, and that since 1923 there 
have been 427 certificates issued to applicants.
A joint dinner meeting of the Massachusetts 
Society and the Boston chapter of the National 
Association of Cost Accountants was held 
April 21st. Professor Roy B. Kester, of Co­
lumbia University, addressed the meeting on 
"Composition and interpretation of the balance- 
sheet.”
Professor Kester stated that the form was de­
pendent upon the use to which the balance- 
sheet was to be put, the primary use being to 
determine the ability of the business to pay 
its debts. The matter of content embraces not
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only the items to be admitted to the balance- 
sheet and their classification therein, but also 
the more serious problem of valuation.
Professor Kester distributed copies of a 
balance-sheet, comparative balance-sheet and 
profit-and-loss statement, with ratios and com­
parisons, to indicate the information which 
could be secured as a basis for interpretation.
The annual meeting of the society is to be 
held at the Woodland country club on May 
23rd.
The executive committee of the society re­
cently forwarded the following telegram to 
congress:
"Massachusetts Society of Certified Public Accoun­
tants feels that immediate balancing of the federal 
budget through reduction of government costs and 
broadening of taxation base is paramount duty at 
this time.”
Minnesota
A regular monthly meeting of the Minne­
sota Society of Certified Public Accountants 
was held Friday evening, April 15th, at Minne­
apolis. Professor George Filipetti, and Dr. 
Marion Trabue, of the employment stabiliza­
tion research institute of the University of 
Minnesota, and Dean R. A. Stevenson were 
speakers at the meeting.
New York
Charles G. Taylor, Jr., third vice-president 
of the Metropolitan Life Insurance Co., was 
the principal speaker at the April meeting of 
the New York State Society of Certified Pub­
lic Accountants, held on the 11th.
The annual meeting of the society was held 
May 9th. The following officers were elected: 
president, Arthur H. Carter; first vice-presi­
dent, Walter A. Staub; second vice-president, 
Martin L. Kortjohn; secretary, Fred L. Main; 
treasurer, Prior Sinclair. In addition to the 
officers, who were elected for a third term, the 
following were elected members of the board 
of directors: for two years, Eric A. Camman, 
Winfield McKeon, Maurice E. Peloubet, 
Philip S. Suffern, Morley S. W olfe; for one 
year, Bertram Goldsmith, Vivian Harcourt, 
Harold B. Hart, and Philip N. Miller. A re­
cent amendment to the by-laws of the society
increased the number of members of the board 
of directors from 17 to 20.
H. B. Fernald addressed the meeting on 
federal taxation and M. E. Peloubet, chairman 
of the committee on inventories, presented a 
report of several years’ study of his committee.
A. S. Fedde read a paper on inventories and 
Simon Loeb also presented a paper on the same 
subject, prepared by Morris C. Troper.
The society has recently moved its offices to 
30 Broad street, New York.
Ohio
A two-day meeting of the Ohio Society of 
Certified Public Accountants, which will be 
held May 20th and 21st, in cooperation with 
the college of commerce of Ohio State Uni­
versity and the Columbus chapter of the 
National Association of Cost Accountants, will 
begin Friday noon with an informal luncheon. 
In the afternoon the society’s golf tournament 
will be held and in the evening, a banquet has 
been planned, at which the Columbus chapter 
of the National Association of Cost Accoun­
tants will be host. Ralph C. Davis, professor 
of business organization of Ohio State Uni­
versity, will deliver an address on trends in 
progressive management. On Saturday morn­
ing a meeting will take place at Ohio State 
University and at noon a luncheon will be 
held at the faculty club on the campus, when 
Professor Jacob A. Taylor will review the 
American Institute publication, Ethics of a 
Profession, by A. P. Richardson. The Satur­
day afternoon session will be devoted to a dis­
cussion of a survey of the administration of 
the new tax law in Ohio.
Rhode Island
The annual meeting of the Rhode Island 
Society of Certified Public Accountants was 
held at Providence, Monday, April 18th. 
George B. Clegg, Jr., was elected president of 
the society for the current year; Thomas V. 
Barb was elected vice-president and William
B. M. Miller, secretary-treasurer. In addition 
to the officers the following were elected mem­
bers of the board of directors: Ernest H. Davi­
son and C. Watson Scott.
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PERSONAL NOTES
Louis D. Blum, New York, addressed a 
meeting of the American Water Works Asso­
ciation, held at Memphis, Tennessee, May 3rd, 
on "Interest during construction.”
Lewis H. de Baun, New York, delivered an 
address on the purchasing power of money be­
fore the Eastern Commercial Teachers’ Asso­
ciation on March 25th and on April 5th he 
spoke before the North Hudson Kiwanis club 
at Union City, N. J., on "The gold standard.” 
He also recently addressed a Brooklyn con­
tinuation school for boys, on hoarding.
"Retail realty” was the title of an address 
delivered by L. Gluick April 30th over radio 
station W N YC.
Eric L. Kohler, Chicago, addressed a din­
ner meeting of Beta Alpha Psi held at Minne­
apolis, Minn., on May 4th.
An article entitled "Depreciation allowance 
in sales of residential property” by Willard H. 
Lawton, Wayne, Penn., appeared in The Tax 
Magazine for April, 1932.
Homer E. Lewis, Cincinnati, has been serv­
ing as a member of the American Arbitration 
Association’s national panel of arbitrators.
Lewis Oates, Miami, spoke on Pan-Ameri- 
canism over radio station WQAM on April 
14th and on April 20th he delivered an ad­
dress on commercial and aero relations between 
Florida and the Bahamas over station WIOD.
EMPLOYMENT EXCHANGE
Following are the qualifications of several 
typical applicants:
No. 25A— Member, American Institute of Accoun­
tants. Chartered accountants of England and C. 
P. A. of New York. College graduate. Has had 
27 years’ public accounting experience and has 
specialized in manufacturing and industrial audits.
No. 39A— Member, American Institute of Accoun­
tants. C. P. A. of New Yorkk, New Jersey and 
Pennsylvania; two years’ college; 20 years in pub­
lic accounting, 8 years as principal. Has also had 
several years’ experience with large accounting 
firms and has held the treasureship of a well- 
known corporation. Would prefer position in 
New York. Residing in New Jersey. Salary 
$5,000.
No. 188A— Member, American Institute of Ac­
countants. C. P. A. of Illinois and a chartered ac­
countant of England. Living in New York. Has 
been in practice on his own account and has been 
associated with large accounting firms for many 
years. Has specialized in industrial and commer­
cial surveys, systems, and audits for stockholders 
and investment bankers, investigations for trust 
estates. Has also held executive positions, such as 
treasurer and comptroller of manufacturing con­
cerns. Salary open.
No. 430A— Member, American Institute of Accoun­
tants. C. P. A. of New York. Graduate, New 
York University. About six years’ public account­
ing experience with well-known firms. Has acted 
as comptroller of a large packing company. Pub­
lic accounting experience concerned mainly with 
public utility and industrial concerns. Salary open.
No. 484A— Member, American Institute of Accoun­
tants. C. P. A. of New Hampshire and Cali­
fornia. Has attended high school and evening 
school. About 13 years’ experience in public ac­
counting. Living in New Jersey. Desires position 
in New York. No objection to travel. Salary, 
$350 month.
No. 544A— Member, American Institute of Accoun­
tants. C. P. A. of New Hampshire. College 
graduate. Seventeen years’ public accounting ex­
perience. Now in Philadelphia, but would pre­
fer position in New York. No objection to travel. 
Salary, $3600.
No. 539A— Member, Institute of Accountants. C. P. 
A. of Indiana. College graduate. Age 38. Seven­
teen years’ public accounting experience. Has 
held positions as controller and treasurer. Experi­
enced in design and installation of factory, gen­
eral office and financial accounting systems and 
their operation. Desires position with corporation. 
Resides in Pennsylvania. Salary open.
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ANNOUNCEMENTS
John F. Andrews and James A. Harden an­
nounce the formation of a partnership under 
the firm name of Andrews, Harden & Co., 
with offices in the Jackson building, Birming­
ham, Alabama.
Bennett, Chirlian & Co., New York, an­
nounce the removal of their offices to 1450 
Broadway.
Otho G. Cartwright announces the removal 
of his New York office to the fortieth floor of 
60 Wall tower.
Rodney B. Horton, J. Glenn Bixler and 
Fred R. Gould announce the formation of a 
partnership under the name of Horton, Bixler 
& Gould, with offices at 1007 Mills building, 
El Paso, Texas, and 304 Sunshine building, 
Albuquerque, New Mexico.
George A. Miller & Co. announce the open­
ing of offices in the Girard Trust building, 
Philadelphia.
Dissolution of the firm of Miller, Moll & 
Co., Philadelphia, has been announced as of 
June 1, 1932.
Herbert G. Stockwell has announced his re­
tirement from the firm of Stockwell, Wilson & 
Linvill. William J. Wilson, Walker E. Linvill 
and John C. Parry, Jr., will continue the prac­
tice of the firm, which will be known as W il­
son, Linvill & Parry and will maintain the 
same offices in the Land Title building, Phila­
delphia.
H. M. Webster & Co. announce the estab­
lishment of an office in the Old Aetna Life 
building, Hartford, Connecticut.
Announcement has been made that after 
June 6, 1932, the practice of White & Mack, 
Wilmington, Delaware, will be conducted by 
Medford H. White and Clifford E. Iszard.
Elliott D. Adams, of Knoxville, Tennessee, 
addressed the men’s club of St. John’s Episco­
pal church of Knoxville, April 12th, on the 
church’s balance-sheet. Mr. Adams has been 
appointed a member of the finance committee 
of the church.
Oliver P. Cobb has been appointed a mem­
ber of the administration committee of the 
community fund of Memphis, Tennessee.
On May 1st, John A. Cooke, Chicago, ad­
dressed the Northwestern university chapter of 
Beta Alpha Psi on "Responsibilities and duties 
of professional accountants.” Mr. Cooke is 
serving on the committee on public expendi­
tures of Cook county and as chairman of the 
property owners’ division of the Evanston real 
estate board.
Willard J. Graham, Chicago, is author of a 
volume entitled Accounting in law practice 
which will be published by Callaghan & Co. 
in July.
An article entitled "Exemptions under the 
revenue act of 1928,” by Benjamin Harrow, 
New York, appeared in the Tax Magazine for 
May, 1932.
G. E. Hutchison, Chicago, delivered an ad­
dress on coal accounting before a meeting of 
the National Retail Coal Merchants at Louis­
ville, Kentucky, May 21st.
Thomas A. Williams, New Orleans, deliver­
ed an address over radio station W W L May 9, 
1932, on "Review audits and examination of 
financial condition.”
Harold E. Bell of Sharon, Pennsylvania, ad­
dressed the Mercer County, Pennsylvania, chap­
ter of the American Institute of Banking, May 
2, 1932, on the necessity of accounting knowl­
edge and training for the bank loan officer.
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AMERICAN INSTITUTE OF ACCOUNTANTS
New England Regional Meeting
The twelfth New England regional meeting 
of the American Institute of Accountants took 
place at the Wannamoisett country club, 
Providence, Rhode Island, June 6th. The 
Rhode Island Society of Certified Public Ac­
countants acted as host.
The morning and afternoon were devoted to 
golf and other sports, punctuated by an in­
formal luncheon at which about forty were 
present.
At 6:45 p. m. there was a short business 
session at which it was resolved that the next 
New England regional meeting be held in 
Maine. Chester A. Jordan of Portland was 
elected chairman of the regional committee and 
Percy D. Mitchell of the same city was elected 
treasurer.
More than seventy persons were present at 
the dinner. Chester R. Union, acting chairman 
of the regional committee, opened the meeting 
by introducing George B. Clegg, Jr., president 
of the Rhode Island society. Mr. Clegg wel­
comed the visitors from other cities, and intro­
duced Spencer H. Over, who acted as toast­
master. Mr. Over called for brief remarks 
from representatives of accountants’ societies in 
Maine, Massachusetts, Connecticut and Rhode 
Island. Prizes were then awarded to victors in 
the golf tournament, as follows: Low gross, 
Percival F. Brundage, 8 3 ; low net, Philip F. 
Gray, 88-14-74; kickers handicap, J. H. Rich­
ardson, net 75.
The toastmaster then introduced Charles B. 
Couchman, president of the Institute, who 
spoke on the enlarged opportunities at present 
open to the accountancy profession. A sum­
mary of his address appears elsewhere in this 
Bulletin.
Zenas W . Bliss, chairman of the Rhode 
Island tax commission, delivered an address on 
the administration of the Rhode Island corpor­
ate excess tax and its results as a revenue pro­
ducer.
Harold T. Houston of Boston read a paper 
on professional ethics, based on the American 
Institute publication Ethics of a Profession by
A. P. Richardson. Mr. Richardson himself
was then introduced and spoke briefly on the 
literature of accountancy.
Philip F. Gray, vice-president of the Irving 
Trust Company and chairman of the Robert 
Morris Associates committee on cooperation 
with public accountants, delivered an address
o n coöperation between bankers and public ac­
countants under present conditions. The full 
text of Mr. Gray’s address is published else­
where in this Bulletin.
John L. Carey, secretary of the Institute, 
spoke briefly on the functions of national and 
state organizations of accountants.
The general committee in charge of the 
meeting was composed of Chester R. Union, 
Providence, chairman; Walter A. Musgrave, 
Hartford; Conald P. Perry, Boston; Harold C. 
Jordan, Portland; Archie M. Peisch, Hanover, 
and Francis C. Derby, Burlington.
The committee of the Rhode Island society 
consisted of Spencer H. Over, chairman, 
George B. Clegg, Jr., William H. Segur and 
Townes M. Harris, all of Providence.
Examinations
Reports from 32 state boards of accountancy 
which cooperated with the American Institute 
of Accountants in the conduct of examinations 
on May 12th and 13th, indicate that more than 
900 candidates took the Institute’s examinations 
on those days. According to the reports of the 
Institute’s examiners approximately 21 per cent. 
passed the examinations, 13 per cent. were con­
ditioned in one subject, and 66 per cent. failed. 
More than half of those who passed were tak­
ing re-examination in one subject only.
Publications
The third supplement to the Accountants’ 
Index was published June 1st, and is now on 
sale at $10 a copy. The new supplement con­
tains references to literature on accounting and 
related subjects from 1928 to 1931, inclusive. 
The complete set of indexes, including the orig­
inal volume produced in 1920 and the three 
supplements bringing the references up to date, 
may now be purchased for $25.
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Announcement of the publication of Basic 
Standard Costs by Eric A. Camman (price 
$3.50) and Law for Laymen by Harold Dud­
ley Greeley (price $3.50) have been placed in 
the mail and orders are now being accepted.
The publication date of Unofficial Answers 
to Examination Questions of the American In­
stitute of Accountants (price $3 .00), by Harry 
Anson Finney, Harry P. Baumann and Spencer 
Gordon, has been announced as June 20, 1932. 
Duties of the Senior Accountant, by F. W . 
Thornton, co-author of Duties of a Junior Ac­
countant, will be on sale at $1.25 on June 20th.
All the books mentioned are publications of 
the American Institute Publishing Co., Inc., of­
ficial publishers and booksellers for the Ameri­
can Institute of Accountants.
Book Shop and Mail-order Service
The attention of members of the Institute is 
again drawn to the book shop installed in the 
Institute’s building at 135 Cedar street, New 
York, and the mail-order service operated in 
conjunction with the shop. Books of all pub­
lishers, at regular prices, may be ordered 
through this agency of the Institute, and it is 
believed that when members learn the con­
venience of placing all orders for books at 
a central source the service will be widely 
patronized.
Results since the opening of the book shop 
in January have been encouraging. Sales have 
shown steady increase and the distribution of 
the Institute’s publications has been stimulated 
by the efforts of the selling agency.
President Attends Virginia Meeting
Charles B. Couchman, president of the 
American Institute of Accountants, was a guest 
at the spring meeting of the Virginia Society 
of Public Accountants, May 27th and 28th, at 
the Cavalier hotel, Virginia Beach. Mr. 
Couchman was the principal speaker at the 
business session on the second day. He dis­
cussed problems facing accountants in their ef­
forts to adapt their services to current business 
needs. He mentioned some of the more im­
portant attempts of the American Institute to 
coordinate and support the activities of the pro­
fession in this direction.
At the morning session on May 27th, the 
principal address was delivered by C. H. Mor- 
rissett, state tax commissioner of Virginia, who
discussed national, state and local taxes, and 
outlined the most effective methods of reduc­
ing governmental budgets.
The afternoons of both days were devoted to 
sports, and the annual banquet took place on 
Friday evening.
Institute Represented at Georgia 
Meeting
Elmer L. Hatter, chairman of the Institute’s 
board of examiners and John L. Carey, secre­
tary, were guests of the annual meeting of the 
Georgia Society of Certified Public Account­
ants at Savannah Beach, May 27th and 28th.
At the business session on Friday morning, 
W . J. Carter was elected president of the so­
ciety; W . A. Morton, first vice-president; S. T. 
Lee, second vice-president; Thomas L. Respess, 
secretary, and Victor Markwalter, treasurer.
Reports of various committees were received 
and the society passed a resolution that a special 
committee make recommendations to the gov­
ernor about appointments to the state board of 
accountancy.
The Institute’s representatives spoke of the 
work of the national organization, emphasizing 
particularly the maintenance of uniform tech­
nical and professional standards throughout the 
country. After the conclusion of the meeting 
several applicants for admission to the Insti­
tute were examined orally.
President Delivers Commencement 
Addresses
Charles B. Couchman, president of the 
American Institute of Accountants, delivered 
the principal address at the commencement ex­
ercises of the Brooklyn Central Institute of 
Commerce and Accounts on June 13th. The 
school is operated under the auspices of the 
Young Men’s Christian Association of Brook­
lyn, New York.
On June 17th, Mr. Couchman will address 
the graduating class of Benjamin Franklin Uni­
versity, Washington, D. C., at the commence­
ment exercises. The honorary degree of doc­
tor of Commercial Science will be conferred on 
him at that time. Benjamin Franklin Univer­
sity is said to be the oldest school of accoun­
tancy in Washington, having been in existence 
since 1907.
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David J. Edmonds
Word has been received of the death of 
David J. Edmonds on May 3, 1932. Mr. Ed­
monds was a charter member of the American 
Institute of Accountants and was a certified 
public accountant of New York. At one time 
he had been a partner of the firm of Edmonds 
& Naylor of New York, but had retired from 
active practice several years ago. He resided 
at Darien, Connecticut.
William Cleveland Reyer
William Cleveland Reyer died by drowning 
on Sunday, May 15, 1932. He had been fish­
ing in a river near his home at Colby, Wis­
consin, when the accident occurred. Mr. Reyer 
was a member of the American Institute of Ac­
countants, having been admitted in 1921. He 
was a partner of Arthur Andersen & Co., and a 
certified public accountant of Illinois, Califor­
nia, Missouri, Wisconsin, Iowa and New York. 
Mr. Reyer was 47 years of age, and was a 
graduate of the University of Wisconsin. He 
was originally employed in the Chicago office 
of Arthur Andersen & Co. but later was trans­
ferred to the New York office where he had 
remained until the time of his death.
George F. Wilde
George F. Wilde, member of the American 
Institute of Accountants, died on June 2nd at 
the age of 35. Mr. Wilde was a partner of the 
firm Thomas & Moore of Los Angeles at the 
time of his death. He was a certified public 
accountant of California and had been ad­
mitted to the Institute in May, 1931.
Institute Opposes Tax on Personal 
Compensation
The executive committee of the American In­
stitute of Accountants expressed vigorous op­
position to the so-called Gore amendment, des­
ignated as section 1 2 (e ), to the draft of the 
revenue bill reported by the senate finance 
committee. The section originally read as fol­
lows:
"There shall be levied, collected, and paid for
each taxable year upon the amount by which the 
compensation (including salaries, commissions, 
emoluments, and rewards) of any individual for per­
sonal services exceeds compensation at the rate of 
$75,000 per year, a tax of 80 per centum of such 
amount. The tax imposed by this subsection shall 
be in lieu of all other taxes under this title in re­
spect of such amount.”
Members of council in all parts of the coun­
try wired their senators to protest against this 
provision, at the suggestion of the executive 
committee, on the ground that the proposed tax 
might be interpreted in such a way that it 
would penalize gross earned incomes of profes­
sional practitioners, as compared with income 
derived from interest or dividends.
The provision was later amended by substi­
tution of the words "of any officer, director, or 
employee of a corporation” in lieu of the 
words "of any individual.” The section was 
finally eliminated completely and it does not 
appear in the law as enacted.
Investment Bankers Urge Accounting 
Standards
An interim report of the industrial securities 
committee of the Investment Bankers Associa­
tion of America, made public May 30th, strong­
ly recommends generally uniform accounting 
standards for industrial enterprises. The com­
mittee proposes development of methods of in­
dustrial accounting which will meet with the 
approval of the American Institute of Account­
ants, the New York stock exchange and the 
Investment Bankers Association.
The preliminary draft of the report is not 
yet available for publication, but it is reported 
that among the accounting practices discussed 
is the proper method of displaying in the bal­
ance-sheet a company’s ownership of its own 
stock and bonds and the treatment of income 
from them in the earning statements. It is said 
that the report also criticizes the custom of. 
writing down plant accounts by relatively large 
amounts. Arbitrary reductions in values, the 
report says, may constitute conservatism carried 
to an extreme. Hidden reserves are also the 
subject of comment, and it is stated that the 
accountant’s function is to be neither under­
conservative nor overconservative, but simply 
accurate, in order that the investor may have 
adequate and trustworthy information.
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Uniform Accounting Standards Asked
In discussing the cause of depression and 
means of recovery, the need for adequate ana 
accurate corporation reports to shareholders 
was considered of prime importance by M. C. 
Rorty in an address before the American Man­
agement Association, May 4, 1932, under the 
title "Corporate financial policies from boom 
to depression.” Mr. Rorty said that perhaps 
the most harmful results of misleading reports 
are deep-seated public reactions which finally 
express themselves in radical movements and 
radical laws. He mentioned specific abuses in 
corporation reports, most of which have their 
ultimate effect in indicating incorrect net earn­
ings. Most misrepresentations, he said, are ef­
fected through manipulation of asset and lia­
bility accounts. Among the most common 
sources of error, according to Mr. Rorty, are 
inadequate allowances for depreciation; charg­
ing debt discount to capital surplus; improper 
conversion of foreign earnings and intercom­
pany transactions into terms of the currency of 
the parent company; misleading statement of 
current inventories; improper valuation of se­
curities and stock dividends, and improper 
charge of costs to construction instead of ex­
pense account.
Mr. Rorty offered several specific proposals 
to guard against abuses in corporate financial 
statements, the first of which was adequate in­
dependent audit of annual statements. He al­
so suggested that all published statements, and 
statements filed with public authorities, be cer­
tified by the senior executive officers of the cor­
poration as well as by the independent audi­
tors. He advocated a requirement that all pub­
lished balance-sheets be accompanied by a 
reconciliation of changes in capital, surplus and 
reserve accounts; that all discounts on security 
issues be carried on the balance-sheet until 
amortized by current charges or by appropriate 
credits arising out of security premiums; and 
that goods shipped on consignment be carried 
as inventory until actually sold, and definite 
optional methods of handling inventory as a 
whole be adopted.
In stating that he advocated definite account­
ing standards, Mr. Rorty was careful to explain 
that he was not in favor of "standard accounts.” 
He asserted that it would be impossible to im­
pose on industrial corporations uniform ac­
counting systems comparable to those imposed 
upon public utility companies. He also em­
phatically expressed the opinion that govern­
mental control of corporation accounts and re­
ports would be extremely undesirable. He sug­
gested the possibility that private organizations 
most interested in the subject under discussion 
might by joint action exercise sufficient influ­
ence to accomplish the desired results. He 
mentioned the American Institute of Account­
ants, the statistical services acting individually 
or collectively, the New York Stock Exchange 
and the Investment Bankers Association as 
representatives of groups most interested in 
proper accounting methods and complete and 
accurate financial reports, and proposed that co­
operative action might result in the formulation 
of regulations necessary to preclude recognized 
errors and misrepresentations in corporate re­
ports.
Cooperation between Accountants 
and Credit Men
In an article in Credit and Financial Man­
agement, May, 1932, official magazine of the 
National Association of Credit Men, Frederick
H. Hurdman, chairman of the American Insti­
tute of Accountants’ special committee on co­
operation with bankers, suggests the creation of 
machinery whereby credit men and public ac­
countants might discuss their mutual problems. 
"It is highly improbable,” Mr. Hurdman says, 
"that the accountant will ever occupy a posi­
tion where he will express an opinion as to the 
credit responsibility of his client. He should, 
however, furnish the credit man with accurate 
data in sufficient detail so that no essential 
facts are obscured, in order that the credit man, 
with whatever additional data he can obtain 
from various sources, can intelligently form an 
opinion.
"The accountant must be careful, in consid­
ering the use to be made of his report, not to 
limit the horizon too much, as a report once out 
of his possession may be put to uses never 
dreamed of in the beginning.
"Great care should be exercised by the ac­
countant in terminology used throughout the 
report, to the end that meaning shall not be ob­
scured or a more favorable conclusion drawn 
than is warranted by the facts.
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"Much progress has been made in securing 
the adoption of certain principles. For in­
stance, one seldom finds on the balance-sheet 
amounts due from trades mingled with amounts 
due from employees. Liabilities are entered on 
the liability side and not deducted from some 
asset of kindred relation and shown net on the 
asset side. An effort is made to segregate cur­
rent assets and liabilities.”
Mr. Hurdman pointed out the success of 
the cooperative efforts of the Institute and the 
Robert Morris Associates in agreeing on satis­
factory methods of displaying items in financial 
statements submitted as a basis for bank loans.
The article was the first to appear in a new 
department of Credit and Financial Manage­
ment, entitled "Accounting Forum,” which 
will be included in future issues of the maga­
zine.
Banker Discusses Accounting 
Statements
Philip F. Gray, vice-president of the Irving 
Trust Company, New York, and chairman of 
the Robert Morris Associates committee on 
cooperation with public accountants, outlined 
the responsibilities of credit officers of banks 
and public accountants with respect to financial 
statements submitted as bases of loans, in an 
address delivered at the twelfth New England 
regional meeting of the American Institute of 
Accountants, Providence, Rhode Island, June 
6th. Following is the text of Mr. Gray’s ad­
dress:
"In a recent newspaper article discussing the 
Kreuger & Toll case, the following paragraph ap­
peared:
'The feeling is that the most deplorable mistake 
was the acceptance by international financiers of 
balance-sheets not approved and certified by ac­
countants of known reputation.’
From this, it is apparent that the public generally 
places a great reliance upon certified reports. When 
the certificate is signed by a recognized firm of ac­
countants, it serves as a stamp of approval. Of 
course, this is idealistic, and credit grantors and 
others familiar with the problems confronting the 
accountant realize that a careful study of the word­
ing on the balance-sheet and in the certificate must 
be made in order to understand the extent of the 
accountant’s engagement. Nevertheless, this reputa­
tion of professional quality must be carefully guarded,
and when states enact laws to certify as accountants 
only those of high qualifications, they protect not 
only the public but the future of the accountancy 
profession as well.
"Accountants have expended tremendous effort in 
the past thirty years to safeguard the profession 
through proper legislation, and we know they have 
been successful. Through this, public accountancy 
has grown rapidly, with the assistance of some out­
side influences. Among these were: first, James G. 
Cannon, of the Fourth National Bank in New York, 
the man who first required merchants to present 
financial statements when asking for a loan. He was 
the leader in educating bankers to the wisdom of 
requiring such statements. The second is Claflin, 
as it was, in my opinion, the Claflin & Co. failure 
which awakened credit grantors generally to the value 
of reports certified by independent auditors. The 
Claflin concern had high credit standing, and the 
final exposure of false statements made a strong im­
pression upon bankers and other credit grantors. 
Audited statements soon thereafter became the rule 
rather than the exception when considering the ex­
tension of credit.
"I only cite the foregoing in an attempt to show 
that some recognition must be given by accountants 
to the credit grantor, and some responsibility is due 
him. Recently, the partners of one of the larger ac­
counting firms told me that the work their firm does 
which ultimately reaches the banker is a large part 
of their total work. If the same holds true for other 
accountants, the banker’s opinion of reports sub­
mitted should be interesting to you. I know your 
reports are interesting to the banker.
"Responsibility to the credit grantor is discharged 
when the accountant prepares the balance-sheet and 
related statements according to his own judgment, 
free from outside influence, and after proper ex­
amination of the particular concern’s affairs. The 
statements shown by the certificate to be only partly 
the result of the accountant’s examination and judg­
ment, the balance to be furnished by the client, are 
not of much value to the credit grantor. Our 
thoughts here immediately turn to that much-debated 
question of inventory valuations. I do not intend 
to open this matter, but will say that no case has 
come to my attention criticizing an inventory valu­
ation where the accountant has made an honest effort 
to check it and clearly stated the qualification. Per­
haps putting the burden of proof for the merchandise 
values up to the client has proved so simple an ex­
pedient that the idea is spreading.
"To elucidate what is meant regarding the client’s 
intervention in the preparation of a balance-sheet, a
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case reported this year is interesting. In the ac­
countant’s comments on a balance-sheet appeared the 
following:
'The management informed us that the reserve 
for doubtful accounts in the sum of $ 3,000. is 
sufficient to cover possible losses in the liquida­
tion of these accounts.’
The accountant seemingly covered himself, but how 
valuable or dependable was that report? The im­
mediate reaction of the loaning officer, since the ac­
counts receivable were substantial in amount, was 
that this asset was not all that it should be, and 
that before granting credit, the bank should send 
its own accountant to appraise the receivables prop­
erly. This further examination showed that 40 
of the accounts were doubtful.
"When one reads 'cash’ on the balance-sheet, it is 
usually understood that the amount is either on hand 
or subject to demand in banks. In another case re­
ported, a substantial portion of a large cash item 
was in the hands of an investment house, and there 
was at that particular time considerable doubt that 
the amount could be paid on demand. No mention 
of this fact was made in the statement, however, un­
til discovered by one of the banks extending credit.
"Reverting to receivables, in a case some time ago 
an accountant stated that the bills receivable which 
had been deposited with several banks as collateral 
were never appraised as to real value, age, etc., be­
cause the accountant believed that if the banks took 
the receivables as collateral, they must be good. If 
it were not for the fact that the receivables had been 
switched from bank to bank, and that a considerable 
amount later were found to be doubtful, I would 
not have heard of the case to use as an illustration.
"The foregoing instances are of no value for dis­
cussion here except to show with what we are con­
fronted from time to time.
"When, on the one hand, accountants find it 
necessary to prepare certificates with words and 
phrases of fine meaning, and when, on the other, 
credit grantors have to spend time analyzing the pur­
pose of such words and phrases, the situation leaves 
much to be desired.
"Concerning clarity in reports, the following 
phrase was noted in a certificate accompanying a 
financial statement:
'Reasonable provisions have been made for bad 
and doubtful accounts receivable, discounts and 
for all ascertained liabilities.’
A year later, the certificate on the same engagement 
contained the following:
'W e satisfied ourselves that reasonable provisions 
had been made for all ascertained liabilities and 
for discounts and allowances on accounts re­
ceivable.’
The distinction might easily escape one and leave 
the impression that both certificates implied ample 
coverage for bad and doubtful accounts. When one 
does recognize the distinction, the thought occurs 
that the accountant in the second statement was not 
satisfied that reasonable provision was made for 
doubtful accounts. The comparison of the two certi­
ficates leaves an impression of uncertainty which the 
credit man must clear up.
"For lack of definiteness, the balance-sheet contain­
ing the terminology 'Accounts receivable, etc.’ and 
'Merchandise, etc.’ is certainly an outstanding ex­
ample. But if bankers and others are willing to loan 
against 'et ceteras’, they should not bother to go 
through the formality of requiring a statement.
"Articles written recently by accountants regard­
ing certificates and responsibilities of accountants 
have been read by many bankers, and it is realized 
how careful accountants must be to guard themselves. 
The problems of accountants in properly setting forth 
the true condition of affairs, especially in these times, 
are also appreciated. Nevertheless, some way must 
be found to insure that when a balance-sheet and 
certificate signed by a member of the American In­
stitute or a certified public accountant is carefully 
read, there shall be a 'meeting of the minds’ between 
the signer and the reader.
"Recently a chart was prepared showing operating 
results and inventory position of a large corporation 
for a period of five years. Along side these results 
year by year were placed those parts of the accoun­
tant’s certificates dealing with inventory valuations. 
A study of one year’s operations showed that the be­
ginning inventory was knowingly priced at consider­
ably over the market. The analysis of the certificate 
covering this inventory valuation cleared the ac­
countant, but the wording was so fine as to give the 
reader unfamiliar with the real facts the impression 
that the inventory had been taken at cost or market 
whichever lower. The certificates for several years 
were prepared in this way, and there was no 'meeting 
of the minds’ of signer and reader.
"What would you think if you read the following 
certificate?
'W e have examined the accounts and records of 
your Company for the year ended December 31 , 
1931, and have prepared the attached financial 
statements, which show the financial condition 
of your Company at December 31, 1931, and the
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financial operations for the year ended Decem­
ber 31, 1931.’
No, you are wrong— this certificate was issued and 
submitted to a bank by the client at the beginning 
of the examination, not as the result of an examina­
tion.
"I have dwelt on the exceptions possibly too long, 
without giving recognition to the thousands of satis­
factory reports which are received, studied and filed 
as a matter of course.
"On the other hand, there are many reports which 
are not prepared according to well-defined and thor­
oughly understood principles. It is generally known 
that accounts receivable due from officers and em­
ployees should be segregated from the regular trade 
accounts on a balance-sheet, yet it took a state law 
(section 46, act 327 of Michigan public acts of 1931) 
to disclose in one case that about $600,000 of such 
accounts had been buried in the regular accounts re­
ceivable. What is the solution for the future elimina­
tion of these cases? Accountants and credit grantors 
are practically in accord as to how a balance-sheet 
should be set up, and accountants usually know when 
their statements are to be used for credit purposes. 
Would it serve any corrective purpose to request that 
certificates prepared for credit purposes state that fact, 
or to arrange for the delivery of the statement di­
rectly by the accountant to the credit grantors?
"Both the American Institute of Accountants and 
the Robert Morris Associates have committees on 'co­
öperation’, which implies working together for a 
common object. Bankers can and should do their 
share, as their interest in better examinations and 
clearer reports is essential. Bankers should:
"First: Require the submission of the complete 
auditor’s report. This has been done more this year 
than ever before and with greater success, due to 
business conditions. The good work should be kept 
up. However, even though bankers should request 
complete reports, accountants, knowing that certified 
balance-sheets alone are often used for credit pur­
poses, should not issue such balance-sheets in a form 
to give an entirely different reaction from the in­
formation in the full report.
"Second: Wherever deemed necessary, bankers 
should use to greater advantage the policy in vogue 
at the end of last year, through which certain cus­
tomers were advised before statement date of par­
ticular features in their statement to which the 
banker wanted the accountant to give close attention 
and specifically report upon. In some cases, this can 
be followed up further by arranging through the
customer an interview between the accountant and 
banker prior to the audit.
"Third: Where this is not possible, and in cer­
tain cases, the banker should request the customer to 
give the accountant permission to discuss the report 
with the banker. In this way, it is believed the best 
results of cooperation can be obtained. The ac­
countant may acquire a better understanding of any 
particular matters of interest in the case. The banker 
will become better acquainted with the accountant, 
and, through a discussion, in almost every instance 
will receive a clearer report at the next statement 
date.
"Fourth: Prepare with care verifications of bal­
ances and outstandings requested by accountants, giv­
ing attention to outstanding trust receipts, stating 
whether or not they are secured, and also reporting 
balances of unused letters of credit, future exchange 
commitments and guaranties.
"Fifth: When a change of accountants by a cus­
tomer occurs, ascertain, if possible, the reason there­
for.
"Sixth: Read the full report, if any, and carefully 
study and compare the certificate.
"The accountant should make his audits or ex­
aminations to the best of his ability. If limited in 
scope by the nature of the engagement, he should 
set forth what the qualifications are, and he should 
prepare the balance-sheet, profit-and-loss statements 
and certificate with such clarity that a credit grantor, 
or any other intelligent person, can readily under­
stand them.
"There should be a 'meeting of the minds’.”
New York Chamber of Commerce 
Urges Independent Audit 
At a meeting of the Chamber of Commerce 
of the State of New York, June 2, 1932, 
the following resolutions were unanimously 
adopted:
"RESOLVED, That the Chamber of Commerce of 
the State of New York urges upon the directors 
of all corporations whose accounting methods are 
not under federal or state supervision but whose 
securities are dealt in publicly, to amend their 
by-laws to require that independent certified pub­
lic accountants shall be selected by the share­
holders ; that the reports of such accountants 
shall be rendered in full to each and every di­
rector and be made available for inspection  by 
the shareholders; and that the text of the ac-
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countants’ certificate be spread on the minutes 
of the company and printed in the annual re­
port and, be it further 
"RESOLVED, That the chamber recommends that 
all close corporations and firms as well as coun­
ties, cities, and other political subdivisions which 
require substantial loans from financial institu­
tions or others, inaugurate the practice of periodi­
cal audits by independent certified public ac­
countants.”
The resolutions were submitted by the 
special committee on auditors of corporation 
accounts which had been appointed last year 
to investigate corporate accounting practices, 
with particular attention to the method of ap­
pointment of auditors. The text of the com­
mittee’s report is, in part, as follows:
At the meeting of the chamber on November 5, 
1931, a resolution was adopted authorizing a special 
committee on auditors of corporation accounts. This 
committee was instructed to make a particular study 
of "the question of establishing in this country the 
practice of having the stockholders of corporations 
elect the auditors in place of having them named by 
the board of directors or the management.”
Since its appointment, your committee has given 
serious consideration to this subject and has reached 
the conclusion that the choice of a corporation’s au­
ditors by its stockholders would be of distinct ad­
vantage. This would be especially so in the case of 
industrial corporations whose accounts are not un­
der any federal or state supervision. The affairs and 
accounts of federal and state banks and of railroads 
now have certain governmental regulation intended 
to protect the stockholders and other parties con­
cerned.
Your committee believes, however, that this pro­
posed change should be brought about by the action 
of each corporation rather than to have such pro­
cedure imposed by legislative enactment. It believes 
that unnecessary meddling with the details of busi­
ness practice by legislative bodies can not fail ulti­
mately to injure business.
Leglislation on anything relating to the account­
ing methods of incorporated business would be par­
ticularly undesirable due to the inexpertness of the 
average legislator on this subject. It is all too prob­
able that a tendency would soon become evident 
looking toward uniformity which, if persisted in, 
would straight-jacket the logical and suitable develop­
ment of the varied types of accounting methods neces­
sary for the wide range of enterprises which would 
be affected by such legislation.
It is believed that improvement in accounting prac­
tice and methods, as well as in reporting results to 
interested parties, can best be obtained through the 
intelligent efforts of those whose capital is at stake.
Serious criticism of the management of many cor­
porate enterprises has become quite pronounced dur­
ing the past few years. This criticism is directed 
both against supposed arbitrary acts of officers and 
to a studied failure on the part of management to 
keep stockholders advised as to the affairs of their 
company.
If confidence in incorporated business is to be 
maintained, it will require uniform cooperation be­
tween shareholders and management and uniform 
frankness on the part of management.
In order to accomplish this result it appears logical 
that the stockholders should have their own repre­
sentative— the auditor— review the activities of man­
agement and report on the affairs of their company.
The appointment of auditors by the stockholders 
would afford the former a degree of independence 
from the directors or management of a corporation 
whose trusteeship is being reviewed and would en­
able the auditors to bring to light conditions or 
policies injurious to the stockholders which might 
not come to their attenion if auditors were appointed 
by the management. The shareholders are entitled 
to audits of their company’s business by accountants 
who are independent of the control and influence of 
its officers.
Your committee realizes that in most corporations 
directors enjoy the full confidence of stockholders, 
who send in their proxies almost unanimously, when 
the votes of stockholders are essential. Nevertheless, 
the fact that the auditors are elected in theory at the 
annual meeting by the stockholders, instead of be­
ing merely hired by the management, materially 
strengthens the hands of the stockholders. In prac­
tice all parties concerned would be benefitted by the 
change. Certainly, recent experiences in several di­
rections show the need of better and more inde­
pendent auditors.
In order that full effect be given to the proposed 
change it would, of course, be necessary to have 
the auditor’s complete report available for inspec­
tion by shareholders. It is believed that the con­
sequence would be a larger attendance of stock­
holders at annual meetings and a deeper interest in a 
corporation’s affairs.
W e believe that this policy should be instituted by 
all corporations whose shares are dealt in publicly, 
unless their accounts are already under federal or 
state supervision. The greater degree of confidence
10
Bulletin of American Institute of Accountants
in management which would be inspired by such a 
course would eventually develop a desirable co­
öperation between stockholder and management, and 
at the same time provide a check against unwise prac­
tices. If such a stabilizing influence became really 
effective it would benefit the business life of the en­
tire country.
Your committee believes that in addition to its 
recommendation of appointment of certified public 
accountants by stockholders in the case of companies 
whose shares are publicly traded in, it should also 
recommend that independent accountants be employed 
by all close corporations or firms who are borrowers 
of money, in order to provide creditors with the 
financial facts required for a proper understanding 
of the position of the borrower.
Members of the special committee on audi­
tors of corporation accounts are Frederick J. 
Lisman, chairman, Frank Gulden, James F. 
Hughes, Frederick H. Hurdman, James B. 
Mabon, Walter W . Naumburg, Andrew V. 
Stout and Ernest C. Wagner.
President’s Address at Providence
Never before has there been so great 
an opportunity for accountants to aid the busi­
ness world as at present, said Charles B. 
Couchman, president, in an address at the 
twelfth New England regional meeting of the 
American Institute of Accountants, Provi­
dence, Rhode Island, June 6th. In order to 
develop their opportunities for constructive 
service to the full extent, he said, members of 
the profession must surmount three limita­
tions which surround them. They must pur- 
suade clients to enlarge the scope of account­
ants’ authority to make adequate investigations 
and report fully and clearly the financial posi­
tion of corporations. The speaker suggested 
that this need might be accomplished best 
through cooperation with other organizations 
which are in a position to exercise influence 
over the financial policies of corporations, and 
pointed out that the Institute, through cooper­
ative action with the New York stock exchange, 
the Robert Morris Associates and the Invest­
ment Bankers Association, had already ac­
complished a good deal in this direction. The 
limitation of the subject matter with which the 
accountant must deal, Mr. Couchman continued, 
necessitates continuous effort to improve ac­
counting procedure and clarify methods of pre­
senting financial facts so that misconceptions
may be eliminated in so far as it is possible to 
do so. He said, however, that the investing 
public should be held responsible for a certain 
amount of knowledge of accounting conven­
tions and terminology which are unavoidable 
in the preparation of concise financial state­
ments. The third limitation, that of personal 
ability, must be minimized by constant effort 
on the part of professional accountants to ex­
tend the range of their knowledge and scrupu­
lously to observe the rules of good practice and 
good taste which their professional societies 
have laid down.
In summarizing the present economic 
conditions which Mr. Couchman claimed offer 
enlarged opportunities to the accountancy pro­
fession, he said:
"Indications are that economically we have reached 
the end of an age, an age which has differed so 
materially from any of its predecessors that we have 
no definite guide as to the general nature of the new 
era which will succeed this one. We are at a 
critical turning point, characterized largely by a sur­
prising fluctuation in the value of the unit which 
we have been using for measurement. In the age 
through which we have been passing we have layed 
an undue emphasis upon ratios. W e have attempted 
to measure the value of financial organizations by 
the ratio of assets to liabilities. W e have had a 
tendency to consider that the measure used for as­
sets and for liabilities was equally effective in each 
and we have considered the difference between the 
assets and the liabilities so measured as being the 
equity of the proprietorship.
"Into this measurement however, we have allowed 
a very marked inflation to characterize the assets with­
out applying a similar inflation to the liabilities. 
The inevitable result was an inflation of equity. The 
deflating of the assets, with liabilities remaining more 
or less static, has resulted in the reduction of general 
equities almost to the finishing point.
"Another fallacy now proven as such was the 
superficial tendency to consider the total of the 
amounts representing assets as being some measure­
ment of the worth of a concern, and we looked upon 
the organization with assets of one hundred thous­
and and no liabilities as being inferior to the or­
ganization with a million dollars of assets and a 
half a million dollars of liabilities. Today we find 
generally that the first organization is still solvent 
whereas the second is bankrupt.
"This change in the effectiveness of the dollar has 
apparently caught us unawares. W e were unpre­
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pared for it and in many cases we failed to realize 
the possibility of such a fluctuation.
"It appears that there must be a pronounced re­
organization of our whole financial structure and at 
the present time we seem to be floundering in un­
certainty as to how this may be accomplished. Some 
hold that situations of this kind work out auto­
matically. Others believe that they must be worked 
out intelligently or ruin will ensue. W e have had 
faith in the past that our economists could provide 
us with a proper solution for our economic prob­
lems and today we are much disconcerted to ascer­
tain that apparently our so-called economists are 
failing us and appear to be as much lost in the 
wilderness of events as is the merest tyro without 
compass or map.
"The type of government which we have espoused 
and of which we have been so proud, places the so­
lution of this situation in the hands of congress. 
With all due respect I think we are compelled to 
admit that thus far congress has not shown itself 
equal to the task. W e have given to congress dic­
tatorial powers over our business and have not de­
manded that its membership shall consist of men 
trained in the solution of the matters it must decide. 
It may be that we have no experts sufficiently quali­
fied to work out the solution with the minimum of 
national loss but scant heed is being given to those 
who perhaps come the nearest to qualifying in this 
respect.
"One hesitates to express open criticism of those 
who form the legislative branch of our national 
government, yet it is difficult for honest observers 
to avoid being forced to the belief that many of 
these gentlemen have given the national welfare a 
secondary place in their activities. They have made 
the welfare of the whole secondary to the welfare of 
a favored few. One fears that in many instances they 
have given their chief support to those measures 
from which their own state would receive more than 
it contributed. One can but question the patriotism 
of legislators who in times such as these will make 
their chief drive for benefits to their own constitu­
ents at the expense of the body politic.
"Such action tends to make of congress a modern 
Robin Hood, the comparison favoring that early out­
law in the sense that he limited his activities to the 
taking of ill-gotten gains from the few for the bene­
fit of those who had suffered thereby.
"Instead of men such as these the present day 
demands men with broad visions who will put the 
welfare of a whole country as the primary consider­
ation, realizing that the individual sections can pros­
per only as the whole enjoys prosperity. As ac­
countants we can speak with some degree of au­
thority upon this for we have witnessed in many 
business organizations individual directors who have 
sacrificed the good of the stockholders as a whole, 
for the sake of certain groups which they desired to 
favor and we have seen the inevitable result of such 
violation of their trust in the resultant loss to all, 
including those groups which they sought to favor. 
Some of these men are now under indictment. Some 
have been convicted and others may yet face a simi­
lar action.
"The greatest business organization we have in this 
country is the government of the United States and 
its board of directors, congress, dictating its policies, 
dare not contain men of this type if the resultant 
action is to be for the good of the nation.
"As a result of the conditions through which we 
have been passing, it becomes an open question 
worthy of serious consideration as to whether our 
present form of government is not too cumbersome 
to meet modern needs. It certainly should awaken 
us to the necessity of giving serious thought to the 
quality of the men who are elected to represent us 
in the two houses in Washington.
"It is inevitable that in periods of financial con­
fusion quack nostrums of every sort should be urged 
upon the sick patient. Proprietors or adherents of 
illogical schemes and economic cure-alls unable to 
obtain even a mediocre hearing in the days of pros­
perity have been blatantly ballyhooing their wares in 
congress with the same gusto as long haired ven­
dors barking from the tailgates of medicine wagons.
"In the midst of this uncertainty, it is incum­
bent upon the accounting profession to think soberly 
regarding the enlarged opportunities for service that 
are opening before us. There has been no time in 
the history of accountancy in the United States when 
there has been so great an opportunity to aid the 
business world and the public through the conser­
vative treatment of financial statements and the in­
sistence upon proper disclosure of essential facts and 
in the giving of advice with regard to those financial 
elements which the accountant should be qualified 
to discuss.”
Fiscal Year for Mail-order Company
It has been reported that Sears Roebuck & 
Co., Chicago, have recently changed their fis­
cal year to end January 29th.
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Annual Meeting, U. S. Chamber of 
Commerce
A summary of resolutions adopted at the 
annual meeting of the United States Chamber 
of Commerce, San Francisco, May 17-20, 1932, 
has been submitted by John F. Forbes, who 
acted as substitute national councillor for the 
American Institute of Accountants, as follows:
Burden of taxation resulting from increasing 
governmental expenditure must be reduced.
Budgets of local, state and national governments 
must be balanced.
The terms of the 1924 veterans’ adjusted compen­
sation law should remain in effect.
No interstate barriers to business should be per­
mitted by law.
Anti-trust laws should remain in force.
Provisions of the agricultural marketing act un­
der which the federal farm board has bought 
and sold commodities in so-called stabilization 
activities should be repealed.
Federal farm loan system should be enabled to deal 
with related institutions on a basis that will 
permit the latter to make loans at rates in har­
mony with local credit conditions.
Retail merchandising should be free from unjust 
and discriminatory state and federal laws.
An international conference should be called to 
discuss silver prices and "to bring that adjust­
ment among the monetary standards of all coun­
tries which will promote the trade and welfare 
of all.”
The government should refrain from competition 
with American merchant marine.
Unregulated competition with the regulated forms 
of transportation should be prevented.
Recapture provisions of 1920 transportation act 
should be repealed.
Employees’ retirement annuities should be con­
sidered by employers.
Commercial fee-charging employment agencies 
should be regulated.
Trade associations and local chambers of commerce 
should extend their interests.
Laws regarding maintenance of existing limitations 
on wages for public work should be repealed.
The following members of the Institute, in 
addition to Mr. Forbes, had been nominated as 
delegates to meeting of the national chamber:
Pearce C. Davis, William Dolge, Walter B. 
Gibson, F. F. Hahn, William McAdam, Harry 
W . Moore, Alexander C. Rae, J. B. Stephen­
son and C. W . Wittman.
City Authorized to Engage Public 
Accountants
The assistant attorney-general of the state of 
Minnesota, in a letter to the attorney for a 
Minnesota city, dated April 18, 1932, inter­
prets the city charter as authorizing the engage­
ment of public accountants to conduct the audit 
of the city’s accounts. The text of the letter 
is as follows:
"You inquire whether the city council of —  has the 
right to employ public accountants for the purpose of 
making an audit of the books of the city.
Chapter 4, section 15, of your home-rule charter 
states in part as follows:
"The city council shall examine and adjust the ac­
counts of all city officers and agents of the city at 
such times as they may deem proper, and may re­
quire such officers or agents, whenever they deem it 
necessary, to exhibit to them all the books and papers 
belonging to their respective offices . . . . ”
Mason’s Statutes, section 3280, provides for the 
examination of the accounts of the cities of the state 
by the public examiner on petition of freeholders of 
the city equaling in number one freeholder for each 
one hundred inhabitants, and requires the city to pay 
the cost of such examination.
"W e do not consider that this section is exclusive, 
or that it deprives the city council under the charter 
provision quoted of the right to have an audit of the 
city’s books made by private accountants. Since it is 
the duty of the council to examine and adjust the ac­
counts of all city officers and to institute proceedings 
against those officers who may be found delinquent or 
defaulting, we think that the council has the implied 
authority to employ such assistants as may be neces­
sary in making such an audit.”
Annual Meeting of Dominion 
Association
The thirtieth annual meeting of the Do­
minion Association of Chartered Accountants 
will be held at the Admiral Beatty hotel, St. 
John, New Brunswick, on August 24, 25 and 
26, 1932.
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“Manufacturing Expense Budget”
A pamphlet entitled The Manufacturing Ex­
pense Budget has recently been published by 
the policyholders service bureau of the Metro­
politan Life Insurance Company. The contents 
include discussion of the problem of expense 
control, various types of expense budgets, 
budgets prepared from sales estimates, and the 
preparation, administration and organization of 
the budget. The principles discussed are il­
lustrated by reference to four representative 
companies: Doehler Die Casting Company, 
American Sales Book Company, Ltd., Norton 
Company and Fairbanks Company. Graphic
charts illustrate the text. The pamphlet con­
tains 24 pages.
Election Returns Checked by Public 
Accountants
According to a report published by the St. 
Paul News Dispatch of May 19th, the attorney 
general of Minnesota and the state comptroller 
refused to investigate the St. Paul elections of 
May 3rd at the request of the city council. 
The report stated that the council was expected 
to employ public accountants to audit the tally 
sheets and effect a further investigation if the 
audit indicated the necessity.
NEWS OF LOCAL SOCIETIES
California
At the regular monthly meeting of the Los 
Angeles chapter of the California State Society 
of Certified Public Accountants on May 16th, 
the following officers were elected: Harry B. 
Mills, president; Willis C. Graves, vice-presi­
dent; Joseph A. Garrett, secretary-treasurer; J.
B. Scholefield and James K. Gregory, directors.
Connecticut
Walter A. Musgrave, president of the Con­
necticut Society of Certified Public Account­
ants, has announced the appointment of the fol­
lowing committee on professional ethics: 
Edward I. Petze, chairman, M. L. Blanchard, 
Warren M. Brown, George E. Curtis, Henry 
Knust and Lewis Sagal.
District of Columbia
A luncheon meeting of the District of Col­
umbia Institute of Certified Public Account­
ants was held May 26th at the National Press 
club. Christopher H. Pope, president of the 
District of Columbia Bankers’ Association, was 
principal speaker.
Georgia
At a meeting of the Savannah chapter of the 
Georgia Society of Certified Public Account­
ants, held May 12th, Sydney T. Lee was 
elected chairman of the chapter, Henry F. 
Meyer was elected first vice-chairman, John T. 
McIver, second vice-chairman, and Harry R. 
Friedman, secretary and treasurer.
Indiana
The Indiana Association of Certified Public 
Accountants held its annual meeting at the 
Hotel Severin, Indianapolis, on Saturday, May 
14th. The following officers were elected: 
Earl E. Thomas, president; Harry Boggs, vice- 
president; A. R. Chapman, secretary, H. A. 
Roney, treasurer, and Howard W . Painter, au­
ditor. T. G. Thurston, B. D. Spradling and
A. R. Chapman were elected members of the 
board of directors.
Maryland
At the annual meeting of the Maryland As­
sociation of Certified Public Accountants held 
on Tuesday, June 14th at the Emerson hotel, 
Baltimore, the following persons were elected: 
Henry G. Burke, president; C. Willard Amos, 
vice-president; F. Earl Reuwer, secretary; 
Frank Shallenberger, treasurer; William M. 
Krieb, auditor. Ernest E. Wooden, Edward 
J. Stegman and J. Raymond Hutson were 
elected trustees.
Massachusetts
The annual meeting of the Massachusetts 
Society of Certified Public Accountants was 
held on May 23rd at the Woodland golf club 
at West Newton. The officers elected are as 
follows: Donald P. Perry, president; Raymond
D. Willard, vice-president; Arthur W . Yard­
ley, secretary; John F. Clarke, treasurer; and 
John J. McIsaac, auditor. Roscoe H. Belknap, 
Schuyler Dillon and Herbert E. Tucker were
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appointed members of the executive com­
mittee.
Resolutions containing the following recom­
mendations were adopted: (1 ) The balancing 
of municipal, state and federal budgets by a 
thorough-going reduction in expenses and 
minimum increase necessary in taxes; (2 )  
avoidance, if possible, of further borrowings by 
municipalities, states and the United States gov­
ernment for anything other than necessary re­
lief; (3 ) expansion of normal business credits 
by the Federal Reserve banks; (4 ) broadening 
of the taxation base and enactment of a sales 
or gross receipts tax; (5 ) repeal of the pro­
hibition amendment in the interests of: (a) 
economy in enforcement; (b) law and order 
and reduction in crime; (c) revival of busi­
ness.
Minnesota
A regular meeting of the Minnesota Society 
of Certified Public Accountants was held at 
the Curtis hotel, Minneapolis, on May 20th. 
William A. Paton delivered an address entitled 
"The lower price level as it affects account­
ants.” Members of the Minnesota Association 
of Public Accountants and members of the 
University of Minnesota chapter of Beta Alpha 
Psi were guests at the meeting.
On May 4th the University of Minnesota 
chapter of Beta Alpha Psi, national account­
ing fraternity, held a banquet in the Sun Room 
of the Curtis hotel, and members of the Min­
nesota Society were present by invitation. The 
speaker was Eric Kohler, who discussed the sub­
ject "Balance-sheet standards.”
Missouri
A meeting of the St. Louis chapter of the 
Missouri Society of Certified Public Account­
ants was held on May 5th at the Kingsway 
hotel, St. Louis. W . Harvard Perkins pre­
sided. Robert Ash of Washington, D. C., 
spoke on the revenue act of 1932.
New Jersey
The thirty-fifth annual meeting of the 
Society of Certified Public Accountants of the 
State of New Jersey was held at the Downtown 
club, Newark, on Monday, May 23rd. Henry
B. Fernald, president of the society, presided.
The following officers were re-elected: Henry
B. Fernald, president; Philip S. Suffern, first
vice-president; Julius E. Flink, second vice- 
president, Theodore Krohn, secretary; W . 
Melville Coursen, treasurer. Samuel I. Bendet 
and Douglass D. Besore were elected auditors, 
and James J. Hastings and John A. Conlin, 
trustees.
Richard C. Plumer, assistant attorney gen­
eral of New Jersey, spoke on "Security fraud 
legislation,” and Eugene W . Farrell, business 
manager of the Newark Evening News, de­
livered an address on "Courage.”
P assaic C o u n t y
A meeting of the Passaic County Society of 
Certified Public Accountants was held early in 
May at the Preakness Hills country club. 
After a golf tournament in the afternoon a 
meeting was held in the evening, at which 
Louis E. Schotz presided. Henry B. Fernald, 
president of the Society of Certified Public Ac­
countants of the State of New Jersey, and 
Theodore Krohn, secretary, were speakers at 
the meeting.
New York
At the annual meeting of the New York 
State Society of Certified Public Accountants 
held at the Waldorf Astoria hotel on May 9th, 
Arthur H. Carter, president of the society, de­
livered an address on current business condi­
tions. The periodic publication of corporate, 
state and municipal financial affairs to instill 
public confidence was recommended by Colonel 
Carter. He proposed that audits be independ­
ently made. He said, "It is almost unbeliev­
able that in this day and age the glamor of 
any individual or any group of individuals 
could so sway the judgment of prudent busi­
ness men and the investing public as to lead 
them to accept any financial statement without 
an independent audit. It is my opinion that, 
more than at any time during the last twenty 
years, absolute frankness is required in dealing 
with the public, since full disclosure of true 
conditions will be brought to light today as 
never before. Distortion of financial state­
ments by covering up facts will not hasten the 
return of better business conditions. Over­
optimism reflected in financial statements is 
just as dangerous as undue pessimism; a sound 
middle course based upon true conditions is 
logical and should prove effective. Officials of 
exchanges realize that the investing public is 
entitled to full disclosure of financial facts re­
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lated to the securities they hold. When the 
requirements demand that all such statements 
shall be independently audited I feel certain 
that the confidence of the investors will be 
strengthened.”
Lawrence W . Scudder of Chicago outlined 
a plan to tax unspent incomes in order to 
minimize hoarding.
North Carolina
The semi-annual meeting of the North Caro­
lina Association of Certified Public Account­
ants was held at Mayview Manor, Blowing 
Rock, May 26th, 27th and 28th.
The board of directors held a meeting on 
the 26th. On Friday morning A. J. Maxwell, 
commissioner of revenue of the state of North 
Carolina, addressed the meeting on state and 
federal taxation and governmental finances. 
On Saturday, May 28th, Leslie A. Heath read 
a paper on "Federal taxation and general gov­
ernmental policies.”
At a banquet on Friday evening, George H. 
Adams acted as toastmaster and Dr. W . H. 
Frazer, president of Queens-Chicora college, 
Charlotte, was the principal speaker.
Ohio
The annual joint meeting of the Ohio 
Society of Certified Public Accountants and 
the department of accounting of the Ohio 
State University was held at the Fort Hayes 
hotel, Columbus, on Friday, May 20th. At a 
dinner meeting, the two organizations met with 
the Columbus chapter of the National Asso­
ciation of Cost Accountants. Professor Ralph
C. Davis delivered an address on "Trends in 
progressive management.”
On Saturday, May 21st, the meeting was 
held at the Ohio State University. President
B. G. Graham presided. At the morning ses­
sion discussion of mutual problems of account­
ants and credit men was led by E. W . Hillman, 
director of The Credit Association of Central 
Ohio and Albert E. Binder, member of the 
Robert Morris Associates.
At the afternoon session Professor Jacob B. 
Taylor, chairman of the accounting department 
of the Ohio State University reviewed "Ethics 
of a Profession” by A. P. Richardson, pub­
lished by the American Institute of Account­
ants. A. J. Kraus, member of the tax com­
mission of Ohio, addressed the meeting on the
"Ohio tax returns from an administrative point 
of view.
Pennsylvania
P h ila d e lph ia  
The annual meeting of the Philadelphia 
chapter of the Pennsylvania Institute of Certi­
fied Public Accountants was held on May 18th 
at the Art club, Philadelphia. The following 
officers were elected: Clarence L. Turner, 
chairman; J. Cyril McGarrigle, vice-chairman; 
Frank S. Glendening, secretary; John Balch, 
treasurer, and Howard H. McConnell, auditor. 
The executive committee consists of A. Karl 
Fischer, Benjamin Goldenberg, Harold A. 
Kluge, Gustave J. Lexman, Edward P. Moxey, 
Jr., John C. Parry, Jr., John H. Zebley, Jr.
P ittsburg h  
The Pittsburgh chapter of the Pennsylvania 
Institute of Certified Public Accountants held 
its eleventh annual meeting at the Keystone 
Athletic club, May 18th. Adrian Sanderbeck, 
chairman, presided.
Reports were presented by the officers and 
committee chairmen. A report from the com­
mittee on constitution and by-laws containing 
suggested changes in the by-laws of the chap­
ter was unanimously adopted. The following 
officers and auditor were elected: William F. 
Marsh, chairman; Edwin S. Reno, vice-chair­
man; Ira C. Flocken, secretary; Harry Coon, 
treasurer; Harvey L. Maury, auditor. Arthur 
Medlock and M. D. Bachrach were elected 
members of the executive committee for two 
years and James J. Mulvihill for a term of one 
year.
South Carolina
The South Carolina Association of Certified 
Public Accountants held its mid-year meeting 
at Folly Beach on Friday, May 20th. After 
the business session dinner was served at the 
Elks home on the beach.
The officers of the association are as follows: 
L. C. Dodge, president; B. C. Wallace, vice- 
president, and George M. Thayer, secretary 
and treasurer.
At a regular meeting of the Spartanburg 
Rotary club held on May 24th at the Franklin 
hotel, Mr. Dodge spoke of the efforts of the 
association to induce the legislature to enact 
laws providing for annual audits of muni­
cipalities.
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Bulletin Supplement
July 15, 1932
To Members and Associates of the
American Institute of Accountants:
The board of examiners has given consideration to applications for admission to the Ameri­
can Institute of Accountants and recommends the election of 2 applicants for admission as mem­
bers and 3 as associates who have passed the written examinations of the Institute. Oral exami­
nations were passed by 9 applicants for admission as members and 1 applicant for admission as 
an associate. Credit for having passed examinations acceptable to the Institute was accorded 3 
applicants for admission as members. One applicant for admission as member passed the In­
stitutes examination for a C. P. A. certificate in a co-operating state. The board recommends the 
advancement of 1 associate to membership.
The council is now voting on these names by mail ballot.
For Admission as Associates:
Robert Douglas Campbell, Buffalo 
Charles A. Levesque, Los Angeles 
Leonard S. Reeve, San Francisco 
Howard A. Tillinghast, Hartford
For Advancement to M embership:
Donald L. Trouant, Boston
For Admission as M em bers:
Percy M. Armitage, New York 
John Henry Barcena, New York 
Lewis D. Byerly, Philadelphia 
Charles A. Corbin, New York 
Cecil P. Cregan, Chicago 
Guy B. Finlay, Chicago 
Frank M. Kalteaux, Chicago
H. William Larson, New York 
George A. Pennington, Atlanta 
Cecil N. Priaulx, New York 
Thomas S. Respess, Atlanta 
Lewis Sagal, New Haven 
Earle Raymond Seely, Chicago 
Hugh M. Stell, Atlanta 
Eleanor K. Walquist, Albany
These applicants do not become members (or associates) until declared elected by the presi­
dent. If protest is to be made against the election of any applicant on the list, it should reach 
the offices of the Institute before August 1, 1932.
JOHN L. CAREY, Secretary.
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AMERICAN INSTITUTE OF ACCOUNTANTS
Annual Meeting Programme
The committee on meetings announces the 
following tentative programme for the annual 
meeting of the American Institute of Account­
ants to be held October 17— 20, 1932, at the 
Muehlebach hotel, Kansas City, Missouri:
Monday, October 17th :
10:00 A.M. Meeting of council.
1:00 P.M. Luncheon for golfers at Milburn 
Country club.
2:00 P.M. Annual golf tournament.
Competition between teams rep­
resenting Institute chapters and 
state societies for the Missouri 
golf trophy.
8:00 P.M. Meeting of accountancy ex­
aminers.
(Open to all persons interested).
Discussion of problems affecting 
state boards of accountancy.
Tuesday, October 18th:
9:30 A.M. General session.
Invocation: Rev. Harry C.
Rogers.
Address of welcome.
Annual reports.
11:00 A.M. Address: "Influence of the de­
pression on the practice of ac­
countancy.”
Discussion.
2:00 P.M. Address (Subject to be announc­
ed.)
Golf and luncheon for ladies at 
Mission Hills Country club.
6:30 P.M. Dinner dance at Kansas City 
club.
8:00 P.M. General session.
Address: "Profitable employment 
of idle time in accountants’ of­
fices,” by Norman Loyall Mc­
Laren, San Francisco.
Discussion.
Wednesday, October 19th:
9:30 A.M. General session.
Election of officers.
11:00 A.M. Address: "Compulsory audit of 
corporations, election of audi­
tors by stockholders and statu­
tory certificates,” by Frederick
B. Andrews, Chicago.
Discussion.
2:00 P.M. Motor trip to Excelsior Springs, 
Fort Leavenworth, etc.
Golf at Kansas City Country 
club.
7:30 P.M. Annual banquet. Toastmaster, 
George Armistead, Houston.
Address by Rev. James P. De- 
Woolfe.
Thursday, October 20th :
9 :30  A.M. Meeting of council.
The registration fee will be $7.50 a per­
son, which will include the cost of the banquet 
and entertainment features. Fee for the an­
nual golf tournament will be $5, including 
luncheon, greens fee and caddies’ fee.
Reservation cards will be mailed to the mem­
bership by the Muehlebach hotel, indicating 
room rates.
The Missouri Pacific Railroad has undertaken 
to make arrangements for special cars to trans­
port members from New York to Kansas City 
by way of the New York Central to St. Louis.
The Institute’s committee on meetings is 
composed of David B. Peter, chairman, J. D. 
M. Crockett and J. Gordon Steele.
The reception committee is composed of the 
following:
Proctor H. Kerr, chairman 
Richard S. Wyler 
John W . Rader 
Claude W . House 
Paul D. Williams 
Francis A. Wright 
Perry J. Barnes 
Miller Bailey 
J. F. Pflug
The entertainment committee is as follows:
J. Gordon Steele, chairman
Francis R. Brodie
Harry L. Stover
George A. R. Schuster
R. W . Smith
George P. Jackson
Mrs. F. A. Smith has accepted the chairman­
ship of the ladies’ committee.
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Bureau for Placements
Conditions during the past two years have 
made it impossible for the bureau for place­
ments of the American Institute of Accountants 
to pursue the plan which was inaugurated in 
1926 and operated successfully during the fol­
lowing four years.
In the past year, except in isolated cases, 
the bureau has been unable to find employment 
for recent college graduates without public ac­
counting experience. Accordingly, it has been 
decided that this year the bureau will accept no 
applications except a few of those submitted by 
outstanding men. An attempt will be made to 
find places for men whose records indicate un-
No. Residence Age
D-1 Eure, North Carolina 20
D-3 Buffalo, New York 22
D-6 Chambersburg, Penna. 20
D-13 Zanesville, Ohio 22
D-20 New York, N. Y . 23
D-24 Chicago, Illinois 21
D-30 Forestville, Conn. 23
D-36 Independence, Mo. 22
D-41 Essex, Iowa 24
D-48 West Lann, Penna. 22
usual ability. The bureau will not insist upon 
any particular conditions of employment this 
year, since it is understood that the majority 
of firms will not enter into any agreement about 
duration of employment nor pay as high sal­
aries to beginners as those which were in ef­
fect in 1929.
Applicants will be informed that the terms 
of employment are subject to arrangement be­
tween themselves and their prospective em­
ployers.
Following are descriptions of a few 1932 
graduates of particular promise whose applica­
tions have been accepted. Most of them would 
accept positions in any city.
College Degree
University of North Carolina B.S.
Hobart College B.S.
Haverford College A.B.
Ohio University A.B.C.
Dartmouth College A.B.
Boston University B.S.
University of Illinois B.S.
University of Kansas B.S.
Creighton University B.S.C.
Pennsylvania State College B.A.
OBITUARY
Sir Gilbert Garnsey
Sir Gilbert Garnsey, one of the most emi­
nent figures in the accountancy profession in 
Great Britain, died at London on June 27th, at 
the age of 49. His reputation was inter­
national. He had conducted many investiga­
tions for the British government, and had been 
a prominent witness in several trials involving 
financial questions, among the more recent of 
which was the Hatry case.
Sir Gilbert was in the service of the British 
government during the war, finally occupying 
the post of comptroller of munition accounts. 
He was knighted in 1918. He was a fellow 
of the Institute of Chartered Accountants in 
England and Wales, partner of Price, Water­
house & Co., and author of Holding companies 
and their published accounts.
Henry M. Bicknell
Henry M. Bicknell, charter member of the 
American Institute of Accountants, died on 
June 9th, at the age of 68. Mr. Bicknell 
was a certified public accountant of New York, 
and at the time of his death was comptroller
of the New York American and New York 
Journal.
K. Werner Heye
K. Werner Heye of Rochester died as the 
result of an automobile accident on June 17, 
1932. Mr. Heye was born in Germany and at 
the time of his death was 50 years old. He 
was a certified public accountant of Indiana and 
was a partner of the firm of Wilson, Heye & 
Shults. Mr. Heye was an associate of the 
American Institute of Accountants, admitted in 
1923.
Edward C. Patterson
On June 14, 1932, Edward C. Patterson, 
charter member of the American Institute of 
Accountants, died of pneumonia at his home at 
Hempstead, New York, at the age of 55. He 
was a certified public accountant of New York, 
and senior partner of the firm of Patterson & 
Ridgway, New York. Mr. Patterson was a 
graduate of Williams College, and was a mem­
ber of the New York State Society of Certified 
Public Accountants, Accountants club and the 
Union League club.
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Methods o f Industrial Accounting
The following interim report of the indus­
trial securities committee of the Investment 
Bankers Association of America was received 
by the board of governors at White Sulphur 
Springs, West Virginia, May 17, 1932:
Interim  R eport  o f  Industrial Securities 
Com mittee
Industrial financing in 1931, preferred stocks, recom­
mendations as to methods of industrial accounting
John W . Cutler, Chairman
The very low level of industrial financing under­
taken during the year 1931 is in itself impressive 
testimony to the difficulties imposed upon the seekers 
of new capital. Statistics prepared by the Commer­
cial & Financial Chronicle shows total new corpor­
ate financing of $2,589,000,000 compared to $5,-
473,000,000 in 1930, $10,026,000,000 in 1929, and 
$7,818,000,000 in 1928. Figures for industrial 
financing alone, as compiled by Standard Statistics 
Co., reveal an aggregate of some $350,000,000 for 
the year or only 23.3% of the 1930 total of $1,501,- 
000,000. The greater contraction in offerings of in­
dustrial concerns than in those of the corporate group 
as a whole does not necessarily prove that financing 
conditions were less favorable to the industrials than 
to other types of corporations, since it may well re­
flect healthier factors—superior ability to curtail 
operations, less need for expansion of facilities dur­
ing an unfavorable period, and a stronger average 
working capital position.
In c r e a se  in  R e f u n d in g  Fin a n c in g
In view of the greatly reduced volume of corpor­
ate capital flotation recorded during the past twelve 
months, it is interesting that the period witnessed a 
sharp upturn in one major subdivision of the new 
offerings. The total of securities issued for refund­
ing purposes, as opposed to those sold to obtain new 
capital, had for some years through 1930 established
a consistent downward trend on both an absolute 
and relative basis. In 1927 refunding corporate is­
sues amounted to $1,928,000,000, declining to $1,-
738,000,000 in 1928, to $1,387,000,000 in 1929 and 
to $528,876,000 in 1930. In 1931, however, the 
figure rose to $825,517,000. In terms of percent­
ages to the year’s total corporate financing, the curve 
takes a similar direction. Refunding issues ac­
counted for 26% of aggregate corporate offerings 
in 1927, 22% in 1928, 14%  in 1929, 10%  in 1930, 
but 32% in 1931.
A  partial explanation of the reversal of the trend 
last year may be that unusually heavy maturities 
happened to fall due, but it does not seem reasonable 
that pure coincidence was entirely responsible. A  
more likely conclusion in this respect is that cor­
porations found it necessary to refund an extraordin­
arily large proportion of their maturities rather than 
to meet them in part or in full out of current funds 
as they might have done in a more prosperous era. 
Many concerns doubtless found themselves unable to 
pay capital obligations without recourse to the new 
issue market, and others, more plentifully supplied 
with available liquid assets, were fain to conserve 
their resources.
Another important contributing explanation prob­
ably lies in the necessity of transferring short term 
bank loans to longer term securities. The precise ex­
tent of refunding operations of this type is not 
readily ascertainable, but that it was substantial is 
indicated by the use of such phrases as "To reduce 
bank loans” and "To retire current indebtedness” in 
connection with the flotation of some issues. In ad­
dition to instances where the specific purpose was 
mentioned, there were certain other offerings of which 
at least a part of the proceeds were known to have 
been applied to the reduction of floating debt. It 
therefore does not seem illogical that the very condi­
tions which discouraged the seeking of new capital 
should have worked toward measurably increasing the 
volume of funds obtained to refinance existing obli­
gations.
C o m p a r a t i v e  D i s t r i b u t i o n  o f  I n d u s t r i a l  F in a n c in g  i n  1931, 1930 a n d  1929
1931 1930 1929
% of % of % of
Amount total Amount total Amount total
Mortgage and secured bonds. . .$131,512,000 38.3% $ 213,190,000 18.3% $ 261,535,000 8.4%
Non-convertible debentures___  39,510,000 11.5 328,456,000 28.2 219,048,000 7.1
Convertible bonds ................... 130,802,000 38.1 162,656,000 14.0 299,458,000 9.7
Preferred stocks .......................  26,797,000 7.8 73,394,000 6.3 257,577,000 8.3
Convertible preferred stocks. . . 2,250,000 0.7 66,987,000 5.8 244,926,000 7.2
Common stocks .......................  12,409,000 3.6 318,605,000 27.4 1,838,600,000 59.3
Total .......................$343,280,000 100.0% $1,163,288,000 100.0% $3,101,144,000 100.0%
The above tabulation is approximate and has been compiled from the detailed monthly figures published 
in the Commercial & Financial Chronicle.
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P r e f e r r e d  Sto cks— Sm a l l  Issues
In our opinion there is a feeling, shared by many 
members of our committee, that preferred stocks of 
relatively small industrial companies have no proper 
position in public financing.
One of our members picked Boston as a test city 
and made a study of all preferred stocks publicly 
offered in the period 1925 to 1929 inclusive. He 
eliminated preferred stocks of all well known com­
panies which had a national market and eliminated 
preferred stocks of companies which had bonds ahead 
of the preferred stock. This left twenty stocks.
About half of these stocks were incorporated in 
Massachusetts, thereby making their income exempt 
from Massachusetts tax of 6% . The other half were 
incorporated in various states. The companies were 
engaged in miscellaneous business but included no 
railroads or public utilities.
Out of the 20 stocks only four are not now paying 
their dividends. All these four were in various 
branches of the textile industry. None of these four 
had any sinking fund at all. If approximately $100 
had been invested in each of these 20 stocks at the 
time of issue there would have been a total invest­
ment of $2,033. At current market today this invest­
ment is worth $1,225. Based on the original pur­
chase price, the income return is about 6½% . After 
taking into account the four dividends which have 
been passed, the present income is about 5%.
This study appears to lead to the conclusion that 
an investment of this type can not be considered more 
unsatisfactory than a similar investment made in 
securities of other classes giving a similar high re­
turn at the time purchased.
Of the 20 companies examined, ten had a sinking 
fund based on a percentage of earnings, one had a 
sinking fund based on the amount of stock out­
standing, one had a sinking fund based on both 
earnings and the amount of stock outstanding, and 
eight had no sinking fund provisions. Fourteen had 
provisions restricting the payment of dividends on 
junior securities, 13 had provisions for the main­
tenance of net quick assets, 16 had conversion privi­
leges and 16 have paid dividends regularly to date.
In financing of this sort, we believe unusual care 
should be taken in making a thorough examination, 
not only into the financial condition of the com­
pany and its probable future, but into the ability 
and integrity of the management. Preferred stocks 
of this character we believe should always have a 
sinking fund based on a percentage of net earnings 
sufficient to retire them entirely within 15 to 25 
years; they should always have a provision restricting 
the payment of dividends on junior securities; a pro­
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vision for the maintenance of net quick assets; and 
a reasonable conversion privilege, so that the pur­
chaser can share in the prosperity of the company 
in consideration for the risk and probable lack of 
ready marketability.
St u d y  an d  Im p r o v e m e n t  o f  In d u stria l  
A c c o u n t in g
The committee has given a great deal of thought 
to the study and improvement of industrial account­
ing, and the following embody its specific recom­
mendations:
T r ea s u r y  Sto cks a n d  B onds
The number of shares and the amount of hold­
ings of company’s own unretired stock and bonds 
should be separately disclosed on the balance-sheet, 
together with the basis of valuation.
It is advocated by stock-exchange authorities that 
this asset be excluded from current assets on the 
balance-sheet. It may be carried as an asset below 
current assets or deducted from the issued securities 
on the credit side of the balance-sheet.
A study of the reports of a number of representa­
tive companies indicates that no uniformity of treat­
ment exists. Some companies include treasury 
securities as current assets and others do not.
With regard to the income from securities held 
in the treasury, it is found that the practice among 
companies is not uniform. The variations in prac­
tice with respect to dividends on treasury stock are 
noted below:
1. Dividends charged to surplus only on capital 
stock in the hands of public.
2. Dividends charged to surplus on entire out­
standing stock, including treasury stock and dividends 
applicable to the latter credited to income without 
disclosure of amount.
3. Dividends charged as above and the amount 
applicable to treasury stock credited to income and 
the amount shown.
4. Dividends charged as above and the amount 
applicable to treasury stock applied as a reduction of 
the value at which treasury stock is carried.
It is apparent that uniformity of practice is very 
desirable in this connection and it would be well 
if a principle could be enunciated which could be 
agreed upon by those interested and finally put into 
practice. This principle might be that dividends 
charged against surplus should represent only divi­
dends on stock in the hands of the public and that 
no income should be credited on treasury stock. In 
any event it should be the rule that if dividends on 
treasury stock are taken into income, the amount 
should be disclosed.
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P l a n t  R ev a lu a tio n
It has been noticeable, particularly during the past 
few years, that corporations have written down their 
plant accounts by relatively large amounts. In one 
instance we have a corporation which has written 
down its fixed asset accounts to $1.00 and appar­
ently intends to keep it at this figure. In order to 
do this it is necessary for the corporation to make a 
charge against surplus in any year of the amount 
expended on new plant and equipment. In the cor­
poration’s report it is stated that "the corporation’s 
plants, built in times of moderate cost, were amor­
tized as rapidly as possible and now stand at $1.00. 
Competing plants, subsequently built in times of 
higher cost, have yet to be amortized.” This ap­
pears to us to be conservatism carried to an extreme. 
The effect on future earning is to be deplored, inas­
much as no charge will be made against income for 
depreciation. The tendency of writing down capital 
assets should be checked because of the consequent 
effect on earnings. Plant accounts should not be 
written down below cost, except to the extent that 
their value has disappeared either through obsoles­
cence, inadequacy or change of art so that assets can 
no longer be used effectively in the operation of 
the company’s business. This condition should be 
evidenced by the report of independent appraisers 
or engineers or, at least, by the company’s own engi­
neers or officials. Arbitrary reductions in value 
should not be countenanced.
D ep r e c ia t io n
The subject of depreciation is discussed in Mr. 
Hoxsey’s article, Accounting for Investors. Because 
of its comprehensiveness it can not be dwelt upon at 
any length here. We can agree with Mr. Hoxsey 
that "disclosure is never adequate unless the income 
account shows the amount of the current appropria­
tion for depreciation, nor unless the balance-sheet 
shows separately the accrued reserve for that pur­
pose.”
We can not accept, as a matter of theory even, 
that the reserve should be shown on the credit side 
of the balance-sheet.
Mr. Hoxsey also points out the duty of account­
ants to qualify their certificates in regard to actual 
rates of depreciation used when they depart from 
the percentages commonly accepted and also to dis­
close the fact if either the percentage rates or the 
nature of the charges as between depreciation and 
current maintenance have been materially altered since 
the preceding year.
Su r p l u s  R eserves
By surplus reserves is meant those reserves which 
partake of the nature of segregated surplus set aside to 
provide for indeterminate liabilities or contingencies. 
Charges are frequently made against reserves of this 
nature without the amount or character of such 
charges having been disclosed. If we are to have 
a complete picture of the financial operations of a 
company, it is, of course, necessary to know what 
these charges are.
During the year 1931, it was deemed advisable 
by one company to transfer $40,000,000 from surplus 
to contingency reserves for the purpose of protecting 
the company’s operations and assets against future 
contingencies. The reserve for general contingencies 
on the balance-sheet of this company at December 
31, 1931, stood at something more than $50,000,000. 
It is, of course, impossible to say just what will be 
charged against this reserve but it is evident that 
this reserve is merely a portion of the surplus of the 
company earmarked for contingencies and that unless 
the character and extent of the charges which may 
be made against it are revealed, full disclosure of 
the company’s financial affiairs will not have been 
made.
There have been a number of instances in which 
valuable financial information has been withheld 
through undisclosed charges to reserves of this 
character. In this connection it might be well to 
adopt the rule that all charges which are to be made 
to surplus reserves should first be made against sur­
plus account and then the amount of these charges 
restored to surplus by a transfer from reserves. If 
the items are properly captioned in the surplus ac­
count, full disclosure will have been made. It is 
noted that some companies appear to have adopted 
this practice. In the report for 1931 of one of the 
leading steamship companies, there is to be found a 
charge against surplus of more than $3,000,000, rep­
resenting an adjustment of floating equipment. As 
against this there was credited to surplus the same 
amount, representing a transfer from a reserve 
arising from reduction in par value of common 
stock.
H idden  R eserves
As Mr. Hoxsey puts it in his Accounting for In­
vestors, "It is not the job of an accountant to be 
conservative. It is not his job to be unconserva­
tive. It is his job to be simply accurate and see 
that the statements to which he subscribes convey 
a true picture to the average investor.” No doubt, 
it is frequently the result of conservatism that hidden
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reserves are created, but as this conservatism tends 
to distort the picture, it should be frowned upon.
Studying the report of one of the large companies 
it developed from the statements that reserves of 
$11,000,000 were drawn upon during the year 1931. 
The president’s letter has this to say:
"Reserves established in prior years for the pro­
tection of business in adverse times were drawn upon 
to the extent of $11,000,000, thus, limiting the call 
upon surplus account to $4,412,000 for the payment 
of dividends declared in 1931.”
It is not clear from the statements of this com­
pany as to what reserves were drawn upon to furnish 
this $11,000,000. The company maintains several 
reserves shown on the credit side of the balance-sheet, 
in all amounting to over $33,000,000 at December
31, 1931. The company is to be commended for 
presenting an analysis of each of these reserves in 
its annual report but it is evident from these an­
alyses that the $11,000,000 did not come from any 
of them. It could only have come from a reserve 
which was not disclosed on the balance-sheet. It 
must have been taken from some reserve deducted 
from an asset account and it is probable, although 
not certain, that this reserve had been credited to in­
ventories as indicated by the auditor’s certificate which 
included the following paragraph:
"The physical inventories of raw materials and 
supplies, work in process of manufacture and finished 
goods have been priced at cost or market, whichever 
was lower, and substantial reserves, accumulated from 
earnings in prior years, have been deducted from the 
values so determined.”
The amount of these reserves is nowhere shown, 
nor are the transactions through them disclosed. This 
company also has charged foreign exchange losses 
against reserves accumulated from earnings in prior 
years, but it is not disclosed against what reserves 
these losses were charged, nor the amount. Here, 
we believe, the correct principle would be that all 
reserves should be clearly stated on the balance-sheet 
and that all transactions through reserves should be 
shown and adequately explained.
Su r p l u s
We are in accord with Mr. Hoxsey’s opinion that 
the amount of earned surplus should be stated sepa­
rately on the balance-sheet. Capital surplus should 
be regarded as capital, the same as the values at­
tached to capital stock. The question of capital sur­
plus is too broad to discuss here, but we are in 
agreement with Mr. Hoxsey when he says:
"It is somewhat questionable in most types of 
business whether the setting up of a large item of
initial capital surplus is not coming to be regarded 
as an equivalent to saying, 'We hope we shall never 
be forced to be unconservative and that we shall 
never have losses large enough to impair the capital 
with which we started business, but should these 
things occur, we are placing ourselves in a position 
where the matter can be handled with a minimum 
of disclosure.’ ”
All charges and credits to surplus of any signifi­
cance should be properly explained no matter 
whether they are made through earned surplus or 
through capital surplus. Earned surplus should be 
tied in with the earning statement so that a con­
tinuity of financial transactions will appear. This 
is particularly desirable because there is no unanimity 
of opinion as to what should be charged in the oper­
ating statement under "other deductions” and what 
should be charged against surplus. It is the hope 
that future experience will establish a proper division 
of such charges as between income account and sur­
plus. At the present time we find the income state­
ments of some companies to contain charges which, 
in the statements of other companies, are found in 
the surplus account.
O t h e r  In c o m e  an d  O t h e r  D ed u ctio n s  
F rom  In c o m e
These should be shown separately in the operating 
account and the more important charges or credits 
should be itemized and explained. If this is done 
and charges to surplus and other reserves properly 
itemized and explained then we will have a fairly 
complete picture of what has happened to a com­
pany in a financial way during the period covered 
by the statements.
C o n solidated  St a t e m e n t s
The inclusion in consolidated statements of the 
assets and liabilities of foreign companies presents a 
problem which should be given consideration. This 
problem is particularly pertinent at this time due 
to the prevailing economic conditions in foreign 
countries and the restrictions placed upon the trans­
fer of funds from one country to another due to ex­
change conditions. Under certain circumstances 
what may properly be considered current assets of 
a foreign subsidiary are not current assets from the 
standpoint of the holding company. It is believed 
that consolidated statements should show the facts 
with regard to foreign subsidiaries. Two methods 
can be considered as having already been adopted:
1. Exclude the assets and liabilities of foreign 
companies from the consolidation and show the equity 
in such companies as an asset of the holding com­
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pany supported by separate consolidated statements 
of the foreign subsidiaries.
2. Set up the consolidated figures of the domes­
tic companies and foreign subsidiaries in parallel 
columns and show the combination of the two 
groups in a third total column.
There is a thought brought out by Mr. Hoxsey 
on the subject of consolidated statements in his 
article Accounting for Investors which is here re­
peated and that is, where a holding company owns 
a substantial amount of the stock of another com­
pany but does not include the accounts of that com­
pany in its consolidated statements, then there should 
be made a clear statement of the holding company’s 
equity in the current profit or loss of that company as 
well as in its surplus.
St o c k  D ividends
The matter of stock dividends is a highly con­
troversial one at the present time both as to the ques­
tion of the charge to be made against surplus, if 
any, on the part of the issuing company and as to 
whether or not the recipient should treat stock divi­
dends as income and, if so, at what value.
As to income, the controversy ranges from those 
who would permit stock dividends to be taken in as 
income at market values to those, including the more 
conservative accountants, who hold that the recipient 
of a stock dividend has received no income but has 
merely received additional shares which, together with 
his original holdings, represent the same equity in the 
net assets of a corporation as his original shares rep­
resented.
There is need of a settlement of this controversy 
and the establishment of a governing principle in 
respect thereto in order that published statements 
may reflect a uniform practice.
G e n e r a l
We feel that profits or losses or capital increases 
or decreases which are the result of any financial 
transaction should pass through the income or sur­
plus account and not directly to the credit of a re­
serve account. W e have the example of one com­
pany which acquired 8,200 shares of its own stock 
at a total cost of $561,910 and in the president’s 
letter accompanying the report of the company, it is 
stated:
"In keeping with the practice of the past in con­
nection with similar transactions, no part of the dif­
ference between the net cost and the par value of the 
shares purchased was credited to profit-and-loss 
account; the sum of the difference, to wit: $258,090,
was carried to receivable reserve in addition to usual 
provision for current operations.”
The statements of the company did not disclose 
this fact and it would remain unknown were it not 
for the statement in the president’s report.
The committee on stock list of the New York stock 
exchange prefers that additions of this nature be car­
ried directly to capital or capital surplus account. 
In any event, it should be the practice to make full 
disclosure in the published accounts of any profits 
or losses or capital increases or decreases arising from 
the acquisition and retirement or resale of the com­
pany’s own stock.
Municipal Audits
An editorial in the Norfolk Ledger-Dispatch 
for June 20th, earnestly recommends a com­
plete audit of the affairs of Norfolk by inde­
pendent public accountants, and particularly 
emphasizes the desirability of selecting auditors 
on the basis of ability and reputation rather 
than choosing the lowest bidder. The text of 
the editorial is in part as follows:
"Whenever it is taken— now or after September 1 
— that first essential step is a complete and compre­
hensive and informative public audit of the city’s af­
fairs. Disavowing any purpose to reflect on the cer­
tified public accountants who have made the city’s 
audits in recent years, the Ledger-Dispatch asserts that 
such an audit as should now be made has not been 
made since 1925. It has not been made because 
council has not ordered it made. Nothing sinister is 
involved in the fact that such an audit has not been 
made for some seven years; the lack of it has been 
due to the failure of council to recognize the necessity 
for such an audit, and to a mistaken idea that the 
task of making an annual audit must be let to the 
lowest bidder.
"The result has been that the audits that have 
been made have been accurate, no doubt, so far as 
they have gone. But they have gone nothing like far 
enough. This statement, too, is not a reflection on 
the auditors who have been engaged from year to 
year. They have been paid small sums for scanty 
audits. With the limited sums at their command, with 
the limited forces they have been able to employ, with 
the general limitations set upon their work, in effect, 
by the terms of their employment, they have been un­
able to make such audits as should have been made.
"W hat the city needs, almost desperately needs, 
is an audit that will reveal in detail— in detail which 
has been checked at its sources— precisely what has 
been, what is, and what ought to be. For the
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analysis and recommendations contained in such an 
audit as the city should have constitute as important 
a part of it as the sums in addition and subtraction 
that appear on its pages.
"There are two possible ways of obtaining such an 
audit. In the absence of a copy of the Acts of As­
sembly of 1932, the Ledger-Dispatch must rely upon 
memory in citing the right now extended to cities and 
towns to call upon the auditor of public accounts of 
the State of Virginia to make an audit, the city or 
town in question paying a fixed proportion of the 
cost. Auditor T. Coleman Andrews has already made 
numerous audits of county affairs, and has uncovered 
many startling and even shocking conditions. That 
has been under the old law; the new law, to repeat, 
makes available Mr. Andrews’ large ability to the 
use of cities and towns.
"The other way is to employ at a fair fee some 
well-equipped, long-established and thoroughly ex­
perienced concern of certified public accountants, 
which has the facilities to make such an audit as 
must be made before council can begin to get the 
city’s financial house in order.
"In any case, the plan of letting the big task of 
auditing the city’s affairs to the lowest bidder should 
not be invoked again. It is contrary to reason to 
think that the city must hold a sort of backwards 
auction in order to decide what individual or concern 
it must employ for specific personal service; that is 
not the sort of purchase that requires a call for bids. 
If it were, the city would not employ special counsel 
at any time to assist the city attorney without asking 
for bids from the lawyers of the city.
"W e need a comprehensive and thorough audit of 
Norfolk’s financial affairs, and we need one made by 
some other person than a low bidder, and we need 
one quickly.”
Security Commissioner Suggests 
Audited Reports
In an address before the National Associa­
tion of Security Commissioners at Salt Lake 
City, June 20th, J. Elmer Johnson, of the 
Arizona commisison, suggested that applica­
tions for permission to sell securities should in­
clude full information about the issuers’ busi­
ness, such as detailed reports of audits by cer­
tified public accountants, exhibits containing 
details of appraisals of assets, earning state­
ments, etc. He suggested that such informa­
tion be kept in confidence by the state depart­
ment.
Mr. Johnson recommended that state com­
missioners prevent security salesmen from mak­
ing use of the pro-forma balance-sheet giving 
effect to proposed financing, unless reputable 
underwriters take full responsibility for the 
statements.
The speaker recommended closer cooperation 
among state security commissioners and sug­
gested an examining committee of the asso­
ciation to correlate information and render re­
ports on the relative merits of security issues 
sold in more than one state.
In the course of his remarks Mr. Johnson 
stated that the mechanics of the holding com­
pany permit a complicated system of account­
ing in which sometimes the potential values of 
the controlling stock are set up instead of true 
values. State commissioners should insist on 
enough information to permit them to deter­
mine the fair value of all securities offered to 
the public, he said.
Credit Grantors Recommend 
Independent Audits
An advertisement bearing the names of a 
number of prominent companies in the textile 
industry, emphasizing the desirability of inde­
pendent audits and the importance of certified 
statements to credit grantors, was published in 
the Daily News Record, New York, for June
16th. Following is the text of the advertise­
ment:
C redit G r a n tin g
"A great deal concerning restrictions in the exten­
sion of credits is being heard today. Investigation 
convinces us that credit is being granted in reason­
able and adequate amounts from the viewpoint of both 
the credit giver and receiver where current balance- 
sheet figures are available.
"Under present conditions even the best moral risks 
should aid those firms extending them credit by fur­
nishing reliable information, from which the giver of 
credit can intelligently form an opinion.
"Therefore, as we approach the semi-annual period, 
the undersigned urge you to:
1. Have a verified audit of your books made by a 
well-known reliable accounting firm or auditor.
2. Issue this statement promptly.
3. Authorize your accountant to furnish monthly 
trial balances to those from whom you seek 
large lines of credit.
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"W e assure the trade, if the above is complied 
with, that it will find no difficulty in receiving ade­
quate credit consideration from the undersigned 
houses, who are presently extending credit totaling 
many hundred millions of dollars per annum.
"American Woolen Co., Inc.; C. A. Auffmordt & 
Co.; L. Bachmann & Co., Inc., Bachmann, Emmerich 
& Co., Inc.. Sidney Blumenthal & Co., Inc.. H. A. 
Caesar & Co.. Commercial Factors Corporation; Gold- 
stein-Wilkins Corporation; Hess, Goldsmith & Co., 
Inc.; Samuel Hird & Sons, Inc.; H. M. Hubshman & 
Bro.; William Iselin & Co., Inc.; Meinhard-Greeff & 
Co., Inc.; Onondaga Silk Co., Inc.; Parker, Wilder 
& Co.; Passavant & Co.; Shapiro Bros. Factors Corp.; 
L. & E. Stirn; D. I. & C. H. Stern, Inc.; J. K. Taylor 
& Co.; Textile Banking Co.; The Woolen Corp. of 
America; Edmund Wright-Ginsburg Co., Inc.”
Coöperation between Accountants 
and Credit Men
Credit groups in the textile industries have 
been more insistent upon financial statements 
audited by public accountants than any other 
group, including bankers, according to a state­
ment by A. D. Whiteside, president of R. G. 
Dun & Co., in an address before the Account­
ants Club in New York recently.
In 1929 Mr. Whiteside was associated with 
the National Credit Office, which specialized 
in textile and steel credits. He has also served 
as president of the Wool Institute. He at­
tributed the small percentage of credit losses 
in the textile industries largely to the fact that 
accountants’ statements have been demanded 
for a long time.
In discussing the policies of the R. G. Dun 
Company, he said great weight was given 
financial statements certified by reputable ac­
counting firms. He suggested that the ac­
countancy profession develop simplified ac­
counting systems for the small business man. 
He also expressed the opinion that uniform 
accounting systems for industrial groups are 
necessary for efficient conduct of manufacture 
and trade.
Announcement has been made of the forma­
tion of the accounting firm of Mack, Dutton 
& Attix, with offices in the Equitable build­
ing, New York. The firm consists of William
H. Dutton, C. Thomas Attix and Harry J. 
Mack.
"Valuations in Balance-sheets”
The Executive Service Bulletin of the policy­
holders service bureau of the Metropolitan Life 
Insurance Company for June, 1932, contains an 
article "Valuations in balance-sheets” by Charles
B. Couchman, president of the American In­
stitute of Accountants. The article emphasizes 
the fact that balance-sheets do not display 
liquidation values or any other values except 
those computed on a going-concern basis. The 
author roughly divides into three groups the 
usual bases of valuation: historical records, con­
ventional modifications and official authoriza­
tions. Documents or records supporting en­
tries in accounts constitute records of greatest 
value. Values embodied in balance-sheets 
are sometimes modified by conventions repre­
senting an accumulation of accounting experi­
ence the speaker said. Reserves for deprecia­
tion, valuation of inventory on cost or market, 
whichever is the lower, and other accounting 
methods are illustrations of this type of con­
vention. Authorization includes re-appraisals 
and other statements of values officially adopted 
by directors of the organization under legal au­
thority.
Corporate Publicity
William Z. Ripley, of Harvard university, 
advocated complete publicity of earnings and 
general financial affairs of corporations in tes­
timony before the senate banking and currency 
committee in the course of its stock-exchange 
inquiry.
Professor Ripley said that in his opinion 
complete publicity would curtail speculation 
and would tend to stabilize market values of 
securities. The witness stated that auditors 
frequently are unable to obtain all the facts 
which should be revealed. In addition to com­
plete financial information, he recommended 
that officers of corporations be required to dis­
close from time to time how much of the stock 
of their own corporations they hold. He advo­
cated legislation to accomplish the desired re­
sults.
An article entitled "Accounting for street 
improvement funds in the state of California” 
by Harlowe A. Harrison, Los Angeles, was 
published in the July issue of The Western 
Cities Magazine.
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Society of Incorporated Accountants 
and Auditors
Edward Cassleton Elliott was elected presi­
dent of the Society of Incorporated Acountants 
and Auditors (England) on May 24, 1932. 
Mr, Elliott will be remembered by members 
of the American Institute of Accountants who 
were present at the annual meeting at Wash­
ington, D. C., in 1929. He was a delegate to 
the International Congress on Accounting held 
at New York prior to the Institute’s meeting.
Accountancy in India
Changes in the manner of registration of 
auditors in India took place on April 1, 1932, 
when the Indian companies (amendment) act, 
1930, became effective. In place of local gov­
ernments the governor general in council has 
become the statutory authority for the grant­
ing of certificates entitling the recipients to act 
as auditors of public companies in British In­
dia. Certificates formerly granted by local 
governments and declarations entitling the 
members of specific associations to act as 
companies auditors will remain valid until 
March 31, 1933. Regulations governing the 
issuance of future certificates and providing for 
examinations have been promulgated.
Public warned against civil service 
"Coaching” Schools
The following statement is published at the 
request of the United States civil service com­
mission :
"The Commission warns the public against paying 
money for 'coaching’ courses in preparation for fed­
eral civil service examinations.
"Schools which sell such courses under present con­
ditions accept money under false pretenses. A pur­
veyor of civil service courses is now under indictment 
in Iowa for false representation. It is expected that 
other such cases of prosecution will follow.
"Comparatively few appointments are being made 
in the federal civil service. Vacancies which must 
be filled are filled by the transfer of those in the serv­
ice or the reinstatement of those who have been in 
the service, wherever practicable.
The firm of Greenman, MacNicol & Co., 
now at 233 Broadway, has rented space in the 
Underwood building, 30 Vesey street, New 
York.
"It is seldom necessary to announce an examina­
tion. In most cases large registers of eligibles exist 
as a result of examinations held during the past year. 
When an examination is announced, the applicants 
are usually hundreds of times in excess of the need.
"Money paid for civil service coaching courses at 
this time might almost as well be thrown to the four 
winds.”
Missouri Taxes
The committee on taxation of the Missouri 
Society of Certified Public Accountants last year 
offered its services to the state auditor in the 
preparation of regulations, forms of returns, 
etc., under the amended income-tax law of the 
state. The auditor, L. D. Thompson, welcomed 
the committee’s offer, and several joint meetings 
were arranged. Regulations finally published 
by the state auditor include many of the sug­
gestions of the society’s committee and are con­
sidered more comprehensive and explicit than 
those previously published.
The committee has now published a report 
explaining some of its recommendations for 
the information of the members of the Mis­
souri society.
State Boards of Accountancy
L ouisian a
As a result of the May, 1932, examinations 
held by the Louisiana state board of account­
ancy, six candidates were granted C. P. A. 
certificates as follows: Edward W . Sander, 
Margery Lauen, William Aly, Norman Hender­
son, J. H. Rester, John C. Graham.
M a in e
Notice has been received to the effect that 
Robert E. Brackett and J. Hollis Orcutt passed 
the C. P. A. examinations conducted by the 
Main state board of accountancy in May, 1932.
M in n eso t a
As a result of the May, 1932, examinations 
conducted by the Minnesota State Board of Ac­
countancy the following candidates passed and 
were granted C. P. A. certificates: Leo John 
Thomas, Walter G. Fatchett and Lester D. 
Rawn.
Paul J. Richards and Milton L. Ganly an­
nounce the formation of a partnership under 
the firm name of Richards & Ganly, with of­
fices at 69 Dey street, New York.
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NEWS OF LOCAL SOCIETIES
Arkansas
At a recent meeting of the Arkansas Society 
of Certified Public Accountants an educational 
programme which has been under consideration 
by the members of the society was approved. It 
is proposed to publish in two Arkansas news­
papers, the Gazette and the Democrat, adver­
tisements regarding accountancy in order to ac­
quaint the general public with the purposes of 
the profession.
A standard "improvement district” annual 
report form was submitted by F. J. Venner, 
secretary of the society. If the form is ap­
proved it will be submitted to the city council 
of Little Rock for adoption and later submitted 
to the forthcoming legislature for general adop­
tion throughout Arkansas, in the hope that a 
law may be passed compelling districts to be 
audited by certified public accountants of the 
state.
California
The California State Society of Certified Pub­
lic Accountants held its annual meeting at the 
Los Angeles Athletic club, Los Angeles on 
June 11th. The following officers were 
elected: James E. Hammond, president; Melvin
D. Wilson, vice-president; John F. Forbes, 
vice-president; B. W . Bours, secretary-treasurer. 
Harry W. Moore, Oscar Moss, William E. 
Ware and Melvin D. Wilson were elected di­
rectors of the society.
F r esn o
The first anniversary meeting of the Fresno 
chapter of the California State Society of Cer­
tified Public Accountants was held at the Cali­
fornian on June 9th. The officers elected are 
as follows: C. Edwin Oyster, president; C. E. 
Bradford, vice-president; G. S. Gilbertson, 
second vice-president; Victor E. Storli, secre­
tary-treasurer. Harry W . Hills was elected a 
director of the chapter.
Sa n  F rancisco
The annual meeting of the San Francisco 
chapter of the California State Society of Cer­
tified Public Accountants was held at the Pre­
sidio Golf club, San Francisco, on June 2nd. 
The following officers were elected: Lewis 
Lilly, president; Judson E. Krueger, vice-presi- 
dent; B. W . Bours, secretary-treasurer. The
directors elected are: Jesse R. Carter, Anson 
Herrick, W . R. R. Kilroe, Addison G. Strong.
Florida
At the annual meeting of the Florida Institute 
of Accountants held June 17 and 18 at the San 
Juan hotel, Orlando, the following officers 
were elected: E. R. Sheldon, president; F. B. 
Colley, first vice-president; J. B. Asher, second 
vice-president; Harry Graham, third vice-presi­
dent ; Charles Goodrich, secretary; W . E. 
Keene, treasurer. Frank W . Norris, vice- 
president of the Barnett National Bank of 
Jacksonville spoke on the relationship between 
the banker and the accountant. Walter Muck- 
low, president emeritus of the Institute, ad­
dressed the meeting on the general problems 
of the certified public accountant.
Iowa
The spring meeting of the Association of 
Iowa Accountants was held at the Hotel 
Warrior, Sioux City, May 28th. The meeting 
was confined to committee reports and society 
business. The meeting was followed by a 
luncheon at which the principal speaker was 
W . S. Gilman, chairman of the Iowa state com­
mittee for the reduction of governmental ex­
penditures. His subject was "Tax reform in 
Iowa.”
Louisiana
A special meeting of the Society of Louisiana 
Certified Public Accountants was held at the 
Roosevelt hotel, New Orleans on June 27th. 
The meeting was called for the specific purpose 
of hearing an address by David Burnet, com­
missioner of internal revenue, who had been in­
vited to address the society immediately after 
the enactment of the new revenue act. Mr. 
Burnet explained several interesting interpreta­
tions which had been placed by his office on 
debatable points of the new revenue act. 
He emphasized his belief that there was 
a duty imposed upon everyone as a good 
citizen to pay cheerfully the tax imposed and 
not resort to petty, though legal, attempts at 
evasion. He expressed the opinion that as an 
economic emergency faced the nation, the 
patriotic thing to do was to support the govern­
ment by accepting the tax burden without pro­
test. He stated further that he did not believe 
that the citizens should restrict their buying of
13
Bulletin of American Institute of Accountants
necessities or luxuries to avoid the tax, but 
should purchase such articles when they could 
afford them in the knowledge that they were 
patriotically upholding the arm of the govern­
ment in times of stress and business uncer­
tainty.
The meeting was attended by approximately 
500 persons.
Prior to the meeting a banquet was given in 
honor of Commissioner Burnet at which ap­
proximately 65 members of the society and 
guests were present.
Michigan
The Michigan Association of Certified Pub­
lic Accountants held its annual meeting at the 
Detroit-Leland hotel, Detroit, on June 10. The 
following officers and directors were elected: 
L. C. Nielsen, president; C. J. Lynch, vice- 
president; W . H. Ball, secretary; M. A. 
Yockey, treasurer; K. S. Collins, C. M. Laux,
E. T. Pheney, directors; Grace Dimmer, 
auditor. Important changes were made in the 
by-laws of the organization and it was an­
nounced that additional chapters have been es­
tablished this year in several cities of western 
and central Michigan.
W e s t e r n  M ichigan
At a meeting of the Western Michigan 
chapter of the Michigan Association of Cer­
tified Public Accountants on June 7th the fol­
lowing officers were elected: R. C. Maihofer, 
president; J. H. Hummel, vice-president; C. H. 
Koebbe, treasurer; A. J. VanKeppel, secretary.
G. F. Blanchard was elected auditor of the 
chapter.
Missouri
At the annual meeting of the Missouri So­
ciety of Certified Public Accountants held at 
the Woodlawn Country club, Kirkwood, on 
June 10th, the following officers and directors 
were elected: L. W . Tracy, president; F. R. 
Brodie, first vice-president; L. J. Muren, second 
vice-president; R. C. Mare, secretary; Edward 
Fraser, treasurer. Roland Abel, J. O. Dickin­
son and R. W . Smith were elected directors 
of the society.
St . L ouis
The St. Louis chapter of the Missouri So­
ciety of Certified Public Accountants at its an­
nual meeting on May 26th elected the follow­
ing officers: P. W . Murdock, president; T. F.
Leonard, first vice-president; O. M. Cartall, 
second vice-president; W . A. Helm, treasurer; 
W. J. Slais, secretary.
Nebraska
At a recent meeting of the Nebraska Society 
of Certified Public Accountants the following 
officers and directors were elected: Edward E. 
Lanphere, president; William Bryden, vice- 
president; Ellsworth L. Fulk, secretary; M. J. 
Holland, treasurer. The directors are Wayne 
McPherren, Horace Wiggins and Raymond H. 
Walker.
New Jersey
At a recent meeting of the Passaic County 
Society of Certified Public Accountants held at 
the Paterson chamber of commerce the fol­
lowing officers were elected: Louis E. Schotz, 
president; Hamilton R. Ross, Jr., vice-president; 
Max Gottlieb, secretary; Herman Moskowitz, 
treasurer.
Ohio
Present officers of the Dayton chapter of the 
Ohio Society of Certified Public Accountants 
were re-elected at a meeting held May 13th. 
Gordon Battelle is president of the chapter, 
Paul Rohlfing, vice-president, and Chester 
Eastes, secretary-treasurer.
Oregon
The following officers were elected at a 
meeting of the Oregon State Society of Cer­
tified Public Accountants held on June 8th at 
the Multnomah hotel: Jerome W . Hanks, 
president; H. W . McIntosh, vice-president; J.
C. Goldrainer, secretary; Ernest S. Farnard, 
treasurer. Albert M. Niemi, Seth R. Stockton 
and F. S. Hecox were elected directors of the 
society.
Pennsylvania
The Pennsylvania Institute of Certified Pub­
lic Accountants held its annual meeting at Bed­
ford Springs hotel, Bedford, on June 16th, 
17th and 18th. The officers elected are as fol­
lows: William R. Main, president; Adrian F. 
Sanderbeck, vice-president; Robert J. Bennett, 
secretary; Robert H. Rissinger, treasurer; 
Harold A. Kluge was elected auditor.
An open forum was held on the evening of 
the 16th. The chief topic was the forthcoming
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proposed codification of the corporation laws of 
Pennsylvania. The resolution of the New 
York chamber of commerce in which the audit 
of corporations was strongly recommended was 
used also as a basis for discussion.
A banquet was held on the evening of the 
17th at which Will-A. Clader, past president 
of the institute, was toastmaster. The principal 
speakers of the evening were T. Edward Ross, 
R. J. Bennett, secretary of the institute, Arthur 
Medlock, general chairman of the meeting, and 
Ernest Crowther, retiring president.
Wisconsin
A meeting of the Wisconsin Society of 
Certified Public Accountants was held at the
Schroeder hotel, Milwaukee, on May 9th. Mem­
bers of the Public Accountants Association of 
Wisconsin were guests.
Joseph C. Brauer, president of the Public 
Accountants Association, spoke on the public 
accounting situation in Wisconsin, and Roger 
Sherman Hoar, attorney, delivered an address 
on unemployment insurance.
The Wisconsin Society of Certified Public 
Accountants and the Madison Society of Ac­
countants held a special joint meeting at the 
Madison club on Monday, June 6th.
William H. Spohn, attorney, gave a talk on 
"Present day confusions,” covering economic 
phases of the present business situation.
EMPLOYMENT EXCHANGE
Following are the qualifications of several 
typical applicants available through the employ­
ment exchange of the American Institute of 
Accountants:
No. 25A— Member, American Institute of Accoun­
tants. Chattered accountant of England and C. 
P. A. of New York. College graduate. Has had 
27 years’ public accounting experience and has 
specialized in manufacturing and industrial audits.
No. 39A— Member, American Institute of Accoun­
tants. C. P. A. of New York, New Jersey and 
Pennsylvania, two years’ college; 20 years in pub­
lic accounting, 8 years as principal. Has also had 
several years’ experience with large accounting 
firms and has held the treasurership of a well- 
known corporation. Would prefer position in 
New York. Residing in New Jersey. Salary 
$5,000.
No. 154A— Member, American Institute of Accoun­
tants. C. P. A. of New York. Fifteen years’ ex­
perience with large accounting firms. Resides in 
New York and prefers a position with a large 
private concern. Salary open.
No. 188A— Member, American Institute of Accoun­
tants. C. P. A. of Illinois and a chartered ac­
countant of England. Living in New York. Has 
been in practice on his own account and has been 
associated with large accounting firms for many 
years. Has specialized in industrial and commer­
cial surveys, systems, and audits for stockholders 
and investment bankers, investigations for trust
estates. Has also held executive positions, such as 
treasurer and comptroller of manufacturing con­
cerns. Salary open.
No. 343— Member, American Institute of Accoun­
tants. C. P. A. of Minnesota. About 30 years’ 
public accounting experience. Desires position in 
New York. Living in New Jersey. Salary open.
No. 430A— Member, American Institute of Accoun­
tants. C. P. A. of New York. Graduate, New 
York University. About six years’ public account­
ing experience with well-known firms. Has acted 
as comptroller of a large packing company. Pub­
lic accounting experience concerned mainly with 
public utility and industrial concerns. Salary 
open.
No. 484A— Member, American Institute of Accoun­
tants. C. P. A. of New Hampshire and Cali­
fornia. Thirteen years’ public accounting experi­
ence with large accounting firms. Desires position 
in New York. Salary open.
No. 539A— Member, American Institute of Accoun­
tants. C. P. A. of Indiana. College graduate. Age 
38. Seventeen years’ public accounting experience. 
Has held positions as controller and treasurer. 
Experienced in design and installation of factory, 
general office and financial accounting systems and 
their operation. Desires position with corporation. 
Resides in Pennsylvania. Salary open.
No. 544A— Member, American Institute of Accoun­
tants. C. P. A. of New Hampshire. College
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graduate. Seventeen years’ public accounting ex­
perience. Now in Philadelphia, but would pre­
fer position in New York. No objection to travel. 
Salary, $3,600.
No. 559A— Member, American Institute of Accoun­
tants. Has had 17 years’ public accounting ex­
perience. Has been comptroller of two corpora­
tions. Desires position with private concern. Sal­
ary open.
No. 567A— Member, American Institute of Accoun­
tants. C. P. A. of New York. College graduate. 
Thirteen years’ public accounting experience. 
Wide experience in U. S. income taxes and pub­
lic utilities. Desires position in New York. Sal­
ary open.
No. 575A— Member, American Institute of Accoun­
tants. C. P. A. of Massachusetts. Has had about 
ten years’ public accounting experience. Has been 
secretary and treasurer of a corporation. Resides 
in Massachusetts but is willing to accept position 
anywhere.
No. 223A— Associate, American Institute of Accoun­
tants. C. P. A. of Massachusetts. Age 38. At­
tended college for two years. Has had about 5 
years’ public accounting experience in addition to 
holding positions as comptroller and auditor of 
two large corporations. Has had experience in 
audits of manufacturing, mining and wholesale 
concerns and banks. Salary open.
No. 582A— Associate, American Institute of Accoun­
tants. C. P. A. of New York. College graduate. 
Has had seven and a half years’ experience in pub­
lic accounting. Resides in California.
ANNOUNCEMENTS
Haskins & Sells announce the removal of 
their Providence, Rhode Island, office from the 
Hospital Trust building to the New Industrial 
Trust building.
George P. Auld addressed the graduating 
class of the Knights of Columbus school of 
accountancy, New York, on June 14th.
An address was delivered June 22nd by 
Lewis H. de Baun, New York, before the 
Rahway (N. J .)  Kiwanis club entitled "The 
depression and the gold standard.”
William J. Forster, New York, spoke before 
the New York State Hotel Association on May 
21st, at Schenectady, on "Uniform system of 
accounts for hotels.” Mr. Forster has also been 
appointed to serve as a member of a commit­
tee for revision of uniform system of accounts 
for hotels.
J. W . Hanks, president of the Oregon State 
Society of Certified Public Accountants, has 
been asked by the commissioner of public utili­
ties to appoint a committee to discuss a proposal 
for audit of the bureau of water works of Port­
land, Oregon.
"Accounting for business cycles,” is the title 
of a talk which I. B. McGladrey, Cedar Rapids,
gave before the Kiwanis club at Davenport, on 
May 26th.
Marvin F. Pixton, Atlanta, spoke at Emory 
University at Atlanta on May 13th, on the sub­
ject "Consolidated statements.”
John Y . Richardson, of Portland, has been 
appointed chairman of the "Battleship Oregon 
Commission” by Governor Julius L. Meier of 
Oregon. This commission has to do with the 
management and maintenance of the famous 
old battleship "Oregon” which was turned over 
to the state of Oregon by the federal govern­
ment.
Edward C. Romine, New York, delivered an 
address entitled "A comparative study of New 
Jersey hotel figures” at the annual meeting of 
the New Jersey State Hotel Association at 
Asbury Park, May 9th. Mr. Romine also ad­
dressed the twenty-fourth annual convention of 
the Southern Hotel Association at Richmond, 
Virginia, June 17th, on “Modification of rent 
and interest.”
A. R. Sawtell and J. C. Goldrainer have or­
ganized a partnership to be known as Sawtell, 
Goldrainer & Co. The firm will continue the 
practice formerly conducted by Sawtell, With- 
ington & Co. and will maintain the same of­
fices in the Pittock block, Portland, Oregon.
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AMERICAN INSTITUTE OF ACCOUNTANTS
Annual Meeting
The tentative programme for the annual 
meeting of the American Institute of Ac­
countants to be held at Kansas City, Missouri, 
October 17 to 20, 1932, was published in the 
July Bulletin. The committee on meetings is 
actively engaged in making preparations for 
the entertainment of those who attend. Un­
der date of August 15, 1932, the committee is 
sending to all members and associates of the 
Institute a letter outlining its plans. Follow­
ing is the committee’s general description of 
the programme:
"An entire session of the meeting will be de­
voted to a paper, by one of the country’s most 
eminent practitioners, on the influence of the de­
pression on the practice of accountancy. The dis­
cussion will include both technical and profes­
sional aspects of the subject.
"Another entire session will be devoted to dis­
cussion of the desirability of election of auditors 
by stockholders. Mr. F. B. Andrews of Chicago 
will read the principal paper, which will touch 
upon the parallel problems of compulsory audits 
and statutory certificates.
"M r. Norman Loyall McLaren of San Fran­
cisco will deliver an address on a most practical 
topic— profitable employment of idle time in ac­
countants’ offices. His paper will also include 
comments on other problems arising in the man­
agement of a public accounting firm.
"Proposals of the committee on professional 
ethics for resolutions or rules of conduct on bid­
ding for professional engagements, solicitation, 
and joint activity as auditor and director will be 
discussed at a general session. These again are 
questions in which every practitioner has a vital 
interest.”
M e e t in g  o f  E x a m in e r s
The customary annual meeting of accoun­
tancy examiners conducted by the Institute’s 
board of examiners in conjunction with the an­
nual meeting will take place at the Muehlebach 
hotel at 8 p. m., Monday, October 17th. The 
principal address will be delivered by Edward 
Fraser, treasurer of the Missouri state board of 
accountancy. The exact title of Mr. Fraser’s 
address has not been announced, but it will
deal with problems particularly affecting 
boards of examiners in accountancy. There 
will be general discussion after the address. 
Invitations will be sent in the near future to 
all members of accountancy boards in the states 
and territories of the United States.
G o l f  T o u r n m e n t  
The regular annual golf tournament will 
take place on Monday afternoon, October 17th. 
The entrance fee for each player will be $5, 
which will include luncheon, greens fee and 
caddies’ fee. Entries should be mailed to J. 
Gordon Steele, 101 West 11th street, Kansas 
City, prior to October 15th.
The tournament will be played at the Mil­
burn Country club. There will be prizes for 
individual low gross and net scores and the an­
nual team matches for possession of the Mis­
souri golf trophy will take place at the same 
time. Chapters of the Institute and state so­
cieties of certified public accountants are in­
vited to enter four-man teams in the Missouri 
trophy tournament. Each player on the team 
must be a member of the chapter or society 
which he represents. The team with the low­
est aggregate gross score will gain possession 
of the trophy for the ensuing year. At pres­
ent the cup is in the hands of the New York 
State Society of Certified Public Accountants.
E n t e r t a i n m e n t  o f  L a d ies  
Following is a tentative programme of 
activities for ladies who attend the meeting:
Monday— October 1 7th.
1 :00  p.m. Luncheon at Kansas City club for 
reception committee and visiting 
ladies.
Auto trip to country club district and 
to Milburn Country club, Unity 
farm and Chapman farm.
Tuesday— October 18th.
12:30  p.m. Luncheon and card party at Mission 
Hills country club.
6 :3 0  p.m. Dinner dance at Kansas City club.
8 :0 0  p.m. Theatre party.
Wednesday— October 19th.
1 :00 p.m. Luncheon at Elms Hotel, Excelsior 
Springs. Auto trip via St. Joseph.
7 :0 0  p.m. Banquet at Muehlebach hotel.
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Spe c ia l  P a r t y  fr o m  N e w  Y ork  
Several railroad cars containing all types of 
Pullman accommodations have been reserved 
to transport the official party from New York 
to Kansas City, by way of the New York Cen­
tral and Missouri-Pacific tracks. Members and 
associates in cities on the route may make ar­
rangements to join this party. Following is 
the schedule:
Sat., Oct. 15th, Lv. New York, N. Y . C. No. 15, 
3:05 p.m. E.T.
Sat., Oct. 15th, Lv. Boston, B & A, 12:30 p.m. 
Sun., Oct. 16th, Ar. St. Louis, B /4  No. 39, 1:15 p.m- 
Sun., Oct. 16th, Lv. St. Louis, M. P. No. 11, 
2:02 p.m.
Sun., Oct. 16th, Ar. Kansas City, 9:20 p.m. C.T.
R eg istration  F e e  
The registration fee at the meeting will be 
only $7.50, which will include the cost of the 
banquet and entertainment features.
H o t e l  Ra tes  
Following is a schedule of the rates which 
will be available at the Hotel Muehlebach, 
Kansas City, for persons attending the Insti­
tute’s meeting:
One Two
person persons
Room with lavatory $2.50 $4.00
  $3.00 4.50
 3.50 5.50
  4.00 6.00
Rooms with bath   4 50 6 50
 5.00 7.00
 6.00 8.00
Rooms with bath, twin beds, two persons $6.00 
$7.00 and $8.00.
Sample rooms $4.50 to $6.00.
2 room suites $10.00 to $15.00. 3 and 4 room 
suites $18.00 to $35.00.
Railroad  R ates
Application has been made for reduced rail­
road fares under special arrangements apper­
taining to conventions. The availability of re­
duced fares depends upon a sufficiently large 
attendance to qualify under the requirements 
of the passenger associations. The convention 
rates and Pullman charges from larger cities in 
different parts of the country to Kansas City 
are shown in the schedule below.
CONVENTION RATES AND PULLMAN FARES TO KANSAS CITY 
(Available only if there is sufficient attendance by rail)
Pullman fares shown apply in each direction.
Round trip Section
rail conven­
tion fare
Lower Upper for one Compart­
ment
Drawing Double
From berth berth passenger room bedroom
New York ............. $72.15 $13.50 $10.80 $18.90 $38.25 $48.00 $27.00
Boston ................ 79.76 14.63 11.70 20.48 41.25 52.50 29.25
Albany, N. Y. 69.06 12.75 10.20 17.85 36.00 45.00 25.50
Buffalo, N. Y ....... 53.03 10.13 8.10 14.18 28.50 36.00 20.25
Cleveland, Ohio .. 43.23 8.25 6.60 11.55 23.25 30.00 16.50
Indianapolis, Ind. 28.37 5.63 4.50 7.88 15.75 21.00 11.25
St. Louis, Mo. . . . 15.06 3.75 3.00 5.25 10.50 13.50 7.50
Chicago, Ill............. 24.81 4.50 3.60 6.30 12.75 16.50 9.00
Washington, D. C. 63.87 12.00 9 .60 16.80 33.75 42.00 24.00
Dallas, Texas 26.73 6.38 5.10 8.93 18.00 22.50 12.75
New Orleans, La.. 47.72 9.00 7.20 12.60 25.50 31.50 18.00
San Francisco, Cal. 94.95 19.88 15.90 27.83 56.25 70.50 39.75
NOTE— In case of use of double bedroom, passengers are required to pay an additional
1/10 of the railroad fare.
It is requested that everyone who plans to attend the meeting notify the secretary as soon 
as possible. Inquiries should be directed to the secretary.
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In the absence of protest, the president of 
the American Institute of Accountants on 
August 1st declared elected as members and 
associates of the Institute the following appli­
cants, who had been recommended by the 
board of examiners and appproved by the 
council:
Advanced to membership:
Donald L. Trouant, Boston
Admitted as members:
Percy M. Armitage, New York  
John H , Barcena, New York  
Lewis D. Byerly, Philadelphia 
Charles A. Corbin, New York  
Cecil P. Cregan, Chicago 
Guy B. Finlay, Chicago 
Frank M. Kalteux, Chicago
H. W illiam Larson, New York  
George A. Pennington, Atlanta 
Cecil N . Priaulx, New York  
Thomas S. Respess, Atlanta 
Lewis Sagal, New Haven 
Earle Raymond Seely, Chicago 
Hugh M. Stell, Atlanta 
Eleanor K . Walquist, Albany
Admitted as associates:
Robert D. Campbell, Buffalo 
Charles A. Levesque, Los Angeles 
Leonard S. Reeve, Oakland, California.
Howard A. Tillinghast, Hartford
Examinations
The fall examinations of the American In­
stitute of Accountants will take place Novem­
ber 17 and 18, 1932. Following is the 
schedule of examinations:
N o v em ber  17, 1932 
9:00 a.m. to 12 :30  p.m.— Auditing 
1:30 p.m. to 6 :3 0  p.m.— Accounting Theory and 
Practice, Part I
N ovember 18, 1932 
9:00 a.m. to 12 :30  p.m.— Commercial Law 
1:30 p.m. to 6 :3 0  p.m.— Accounting Theory and 
Practice, Part II
Persons desiring to sit for these examinations 
should file application not later than October 
1st.
Elections
S. Earl Shook
S. Earl Shook died suddenly as the result of 
a heart attack on July 11th. He was 36 years 
of age. Mr. Shook was admitted as a member 
of the American Institute of Accountants in 
1925 and was a certified public accountant of 
Connecticut. He was formerly auditor of the 
city of Bridgeport, where he practised under 
his own name. At the time of his death Mr. 
Shook was residing in New York.
J. P. Jordan
J. P. Jordan, past president of the National 
Association of Cost Accountants, died sudden­
ly on June 22nd at his home in New York. 
He was a graduate of Brown University and a 
member of the firm of Stevenson, Jordan & 
Harrison, industrial and management engineers.
In 1930 Mr. Jordan addressed the annual 
meeting of the American Institute of Ac­
countants, at Colorado Springs, on "The ac­
countant as a profit increaser as well as a prof­
it stater.”
Library Acquisitions
The library of the American Institute of 
Accountants has recently acquired the follow­
ing publications:
B a ld w in , W . E .— New York Insurance Laws. 1932. 
B u e h l e r , A. D .— General Sales Taxation, its H is­
tory and Development.
Ca h il l , J .  C. —Consolidated Laws of New York.
2 Supplements. 1932.
C u rtis , C. R .— Mechanised Accounting.
D e l e v a n t i, A. C.— Systematizing an Attorney's 
Office.
M c B a in , A. G.— Complete Practical Income Tax. 
R ie t z , H. L., C h a t h o m e , A. R. and R ie t z , J .  C.—
Mathematics of Finance.
Changes of Address
All members and associates are requested to 
notify the secretary’s office of any changes in 
addresses or firm affiliations which may have 
taken place during the year. The year-book 
which will be produced in the fall will con­
tain the names, addresses and firm affiliations 
of all members and associates, and it is desired 
to have the record as complete and as accurate 
as possible.
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During the past year the employment ex­
change of the American Institute of Accoun­
tants has registered more unemployed ac­
countants than ever before. Many of the 
registrants are members of the Institute and 
certified public accountants and have held re­
sponsible positions in the past. Efforts to find 
openings for these men have for the most part 
met with discouraging lack of success, but in 
spite of the greatly reduced activity of accoun­
tants’ offices following the general business de­
pression there have been occasional requests for 
staff assistants. The Institute has been for­
tunate enough to find permanent positions for 
a few men and temporary work for others even 
during the present summer.
It has been noted that classified advertise­
ments in the newspapers sometimes request ap­
plications from members of the American In­
stitute of Accountants and certified public ac­
countants, and in many cases the terms of the 
advertisement indicate that the prospective em­
ployer has not communicated with the employ­
ment exchange of the Institute.
Members are reminded, therefore, that this 
service is available without charge and are re­
quested to advise the Institute’s offices when­
ever they learn of any vacancy which demands 
accounting experience.
Employment in Accountancy
Tennessee Law Declared 
Unconstitutional
The supreme court of Tennessee has declared 
the accountancy law of the state unconstitu­
tional in so far as it prohibits the practice of 
public accounting, as defined in the act, 
by any other than persons who have re­
ceived C. P. A. certificates from the state 
board or were duly registered by the board and 
authorized to practise as public accountants 
when the law was passed. In its opinion the 
court refers to the decisions of the supreme 
courts of Oklahoma and Illinois, which in past 
years have likewise declared restrictive ac­
countancy laws unconstitutional. The decision 
has not yet been reported through the regular 
court-reporting services, but the following text, 
obtained from the Tennessee board of ac­
countancy, is believed to be accurate.
December term, 1931
E. M cD. Campbell, 
Complainant and Appellant,  
  DAVIDSON EQUITY
Thos. M. M cIntyre et al. 
Opinion
Complainant, describing himself as having been a 
trained accountant since 1919, filed his bill in this 
cause against the members of the state board of ac­
countancy, created by public acts, 1925, chapter 33, 
carried into the code of 1932 at sections 7083-7097, 
asserting that the enforcement of said statute operates 
to deprive him of rights guaranteed by article 1, 
section 8, and article 11, section 8, of the constitu­
tion of Tennessee. By demurrer to the bill, the de­
fendants pleaded the constitutionality of the statute. 
The chancellor sustained the demurrer and dismissed 
the bill, from which decree complainant has 
appealed.
The bill seeks no relief other than a decree that 
the statute is unconstitutional, preserving complain­
ant’s rights in future, as in a suit under the declara­
tory judgments law. The statute of 1925 having 
been replaced by the sections of the legislative code 
above cited, enacted after the bill was filed, we will 
consider the questions made by the appeal as con­
cerned with the statute as it is brought into the 
code.
The legislation under attack creates a state board 
of accountancy, charged with the duty of certifying 
the qualifications of persons to follow the business 
of a public accountant, such certificates to be issued 
after examination. Annual registration of certificate 
holders is required, upon which registration a licence 
is issued.
Section 7095 of the code provides that the licence 
"shall be issued only to certified public accountants 
and public accountants qualifying under this or prior 
statutes;” and makes it unlawful, punishable as a 
misdemeanor, for any person "to practise public ac­
counting, without first having registered with the 
board and received a licence to practise.”
The same section of the code defines the practise 
of public accounting: "For the purpose of this sec­
tion a person engages in the practice of public ac­
counting when he performs accounting work as dis­
tinguished from bookkeeping on a fee basis, per 
diem or otherwise, for more than one employer. In 
passing upon this question the board will consider 
specific acts as well as general business conduct.”
The statute thus makes it unlawful for an accoun­
tant to render his services in accounting work to 
more than one employer, without first satisfying the
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board of accountancy of his qualifications for per­
forming such service, and receiving its certificate. 
The prohibition of the statute is not restricted to ac­
countants who hold themselves out to the general 
public as open to employment, but is applicable to 
all who serve more than one employer.
This legislation superseded and replaced public 
acts 1913, chapter 17, which provided for the ex­
amination and certification of accountants, and made 
it unlawful for a person to represent himself as a 
certified or chartered accountant without first qualify­
ing as such; but that statute contained no prohibition 
of the practice of accounting by one who did not so 
represent himself to the public or his employers. 
Such regulation of the business has been generally 
sustained as reasonable and valid. State v. D e­
Verges, 153 La. 349, 95 Se. 805, 27 A. L. R. 1526, 
and note.
Complainant contends that the restriction of the 
right to practise accounting to certified accountants 
is arbitrary and unreasonable class legislation, mak­
ing of certified accountants a favored class with 
monopolistic privileges conferred upon them, citing 
the constitution, article 11, section 8 ; and that the 
statute "denies private business the right to contract 
with whomsoever they wish to contract in purely 
personal matters,” in violation of the "bill of rights” 
contained in the constitution.
Legislative prohibition of the right to practise ac­
counting, except after qualifying in the manner re­
quired by this statute, has been declared void as an 
arbitrary and unreasonable exercise of the police 
power of the state, by the courts of two states, Okla­
homa and Illinois, with no cases ruling the contrary 
to be found. Short v. Riedell, 109 Okla. 35, 523 
Pac. 684, 42 A. L. R. 7 6 5 ; Frazier v. Shelton, 320 
I l l . 253, 150 N . E. 696, 43 A. L. R. 1086.
Current legislative history, both state and national, 
indicates that it is now more important to the preser­
vation of constitutional government that emphasis be 
placed, in statement, upon the constitutional re­
straints on the police power of the legislature, rather 
than upon the extent to which that broad power 
may be exercised.
Complainant is invoking individual rights as a 
citizen to engage in a private business or vocation, 
without unreasonable or arbitrary restraint. In N ew
State Ice Co. v. Liebmann, U . S............ , 76 L. ed.
. . . ., decided by the supreme court of the United 
States March 21, 1932, that court recognized the 
principle invoked by complainant:
"Plainly, a regulation which has the effect of 
denying or unreasonably curtailing the common
right to engage in a lawful private business, such 
as that under review, cannot be upheld con­
sistent with the 14th amendment. Under that 
amendment nothing is more clearly settled than 
that it is beyond the power of a state, ‘under the 
guise of protecting the public, arbitrarily (to )  
interfere with private business or prohibit law­
ful occupations or impose unreasonable and un­
necessary restrictions upon them.’ Jay Burns 
Baking Co. v. Bryan, 264 U . S. 504, 513, 68, 
L. ed. 813, 826, 32 A. L. R. 661, 44  S. Ct. 412, 
and authorities cited; Louis K . Liggett Co. v. 
Baldridge, 278 U. S. 105, 113, 73 L. ed. 204, 208,
49 S. Ct. 57.”
The able dissenting opinion filed in that case does 
not controvert the fundamental principle of personal 
rights defined in the excerpt quoted, but the dissent 
was predicated upon the view of the minority jus­
tices that the legislative determination of the ex­
istence of grounds for imputing a public utility 
character to a previously recognized private business, 
as the basis of the regulation attacked, was a reason­
able exercise of legislative discretion, and therefore 
not subject to judicial veto.
In Mayer v. Nebraska, 262 U. S. 390, 67 L. ed. 
1042, the supreme court referred to the liberty guar­
anteed to a citizen by the 14th amendment to the 
constitution of the United States as including "the 
right of the individual to contract, to engage in any 
of the common occupations of life,” and said: "The 
established doctrine is that this liberty may not be 
interfered with, under the guise of protecting the 
public interest, by legislative action which is ar­
bitrary or without reasonable relation to some pur­
pose within the competency of the state to effect. 
Determination by the legislature of what constitutes 
proper exercise of police power is not final or con­
clusive, but is subject to supervision by the courts. 
Lawton v. Steele, 152 U. S. 133, 137, 38 L. ed. 385, 
388, 14 Sup. Ct. Rep. 499 .”
The recognition of the personal rights of in­
dividuals found in the 14th amendment to the con­
stitution of the United States is substantially the 
same as in article 1, section 8, and article 11, sec­
tion 8, of the constitution of Tennessee. Motlaw v. 
State, 125 Tenn., 547, 590, L. R. A. 1916F, 177. 
In the case cited, the limits of judicial review of 
legislative discretion, in the exercise of the police 
power, are defined, and this statement, from the point 
of view indicated hereinabove, marks the responsi­
bility of the courts for the preservation of personal 
rights against legislative encroachment. The court 
said: "In determining whether such act is reasonable,
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the courts decide merely whether it has any real ten­
dency to carry into effect the purposes designed—  
that is, the protection of the public safety, the pub­
lic health, or the public morals— and whether that 
is really the end had in view, and whether the in­
terests of the public generally, as distinguished from 
those of a particular class, require such interference, 
and whether the act in question violates any pro­
vision of the state or federal constitution.”
W e are therefore required to determine and rule 
in the cause before us whether the restriction of the 
occupation of accounting to persons examined and 
approved by a board or commission has a real ten­
dency to promote or protect the public interest and 
safety, whether it bears a reasonable relation to 
such end, and whether the interest of the public gen­
erally, as distinguished from the interests of a par­
ticular class, reasonably require the protection of 
this restrictive legislation. Conceding that all ques­
tions of policy, involving the wisdom or folly of the 
legislation, are beyond and outside the scope of 
judicial review, it can not be denied that a sound 
judicial discretion is essential to the determination 
of the questions of reasonableness and relation of 
the restriction to the public interest presented by 
complainant’s invocation of the constitutional pro­
visions. Vested with this discretion, the courts may 
not shirk its exercise.
The courts of Oklahoma and Illinois, in the cases 
cited, were able to find nothing in this restriction 
of the practice of accounting which would sustain it 
as a reasonable requirement in the public interest, 
and concluded that it is an unreasonable and ar­
bitrary restraint upon the right of individuals to en­
gage in the occupation, as well as upon the right 
of individuals to contract with and employ persons 
for accounting service. The definition of "public 
accounting” contained in the statute, including the 
service of as many as two employers under private 
contract, is convincing that the restriction is designed 
for the protection of accountants certified and 
licensed, and not for the protection of the public in 
general; and we are persuaded that the statute con­
fers upon this class a right of private contract which 
is unreasonably withheld from others.
This preference is unreasonable and arbitrary, be­
cause it is an unreasonable and arbitrary restriction 
upon the right of private contract to require ex­
amination and approval as a condition precedent to 
the right of persons to pursue the occupation of ac­
counting under private contract with other persons 
or business enterprises. Incompetent performance of 
such contracts does not directly affect the public, but 
affects only the parties thereto. If a governmental
certificate of solvency were required as a condition 
to the right of individuals to purchase goods on 
credit, or to borrow money, the general public might 
be remotely benefited, but the requirement would 
clearly be an unwarranted invasion of private busi­
ness by governmental authority. The public inter­
est in private auditing contracts is no more appar­
ent. In our opinion, whatever of benefit might ac­
crue to the public from the restriction here involved 
must yield to the rights of private contract guar­
anteed by the constitution, such benefit being too re­
mote and indefinite to render the restriction reason­
able.
The attorney general, as counsel for the defend­
ants, suggests that if we should conclude that the 
prohibition of code section 7095 is unreasonable and 
therefore unenforceable, as we have done, this sec­
tion should be elided, leaving the remainder of the 
chapter in full force and effect.
The decree which the pleadings, and conclusions 
reached in this cause, authorize is only that the pro­
visions of said section 7095 (section 7 of the act of 
1925) are ineffective to bar the complainant from  
the practice of accounting, without obtaining cer­
tificate and licence from the defendants, constitut­
ing the state board of accountancy. W hether the 
other provisions of this chapter of the code can be 
enforced, notwithstanding the conclusions here 
reached, may well be left primarily to the adminis­
trative officers of the state. The complainant, de­
siring to pursue his occupation without qualifying 
as a "certified” accountant, is not interested in the 
enforcement of the provisions for examination and 
certification, and the question of elision is there­
fore not properly before us in this cause.
The decree of the chancellor, by which complain­
ant’s bill was dismissed, will be reversed, and de­
cree will be entered here in accord with the preced­
ing paragraph. The defendants, appellees, will pay 
the costs.
Attempt to Repeal Pennsylvania 
C. P. A. Law
On July 5th a bill was introduced in the 
house of representatives of the Pennsylvania 
legislature in extraordinary session providing 
for the repeal of the C. P. A. law of the state. 
The bill came up for second reading and was 
recommitted on July 12th. It is believed to 
have no chance of passage.
It is the opinion of Pennsylvania account­
ants that the bill was introduced as an economy 
measure, apparently with the mistaken thought 
that the abolition of the state accountancy
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board would reduce governmental expendi­
tures. It was reported that bills proposing the 
abolition of boards other than the account­
ancy board were introduced simultaneously.
Accountancy and Law
In an attempt to indicate to what extent ac­
counting theory has become embodied in the 
law as a result of judicial opinion, two mem­
bers of the faculty of the Columbia law school,
A. A. Berle, Jr., and Frederick S. Fisher, Jr., 
prepared an analysis of court decisions affect­
ing accounting which appeared in the Colum­
bia Law Review for April, 1932.
The explanatory note states that the Colum­
bia law school for a good many years has been 
experimenting with the subject of accounting 
as a part of its legal curriculum. It has given 
a course in accounting since 1929. The reali­
zation that a well equipped lawyer is obliged 
to know underlying accounting principles led 
to an attempt to compare the recognized prin­
ciples of accounting with that part of the de­
cided case law which necessarily involves some 
accounting premise. The authors of the essay 
have concluded that an interweaving of prin­
ciples of accounting and rules of law has gone 
so far in some instances that they are nearly 
indistinguishable.
It is pointed out that the entire field has by 
no means been covered, and the authors state 
that the rules of accounting are not all so fixed 
that they may be subjects of legal decision, 
but it does appear that in certain great areas 
there has been a noticeable intermingling of 
law and accounting. In these areas, the au­
thors say, is indicated the increasing impor­
tance of legal precedent to the accountant and 
of accounting principles to the lawyer.
The text of the article begins with a his­
torical statement of the growth of accounting 
theory and its several major divisions. This 
introduction is followed by an analysis of bal- 
ance-sheet and income-statement items, each of 
which is explained in the light of generally ac­
cepted accounting authorities and legal de­
cisions. A separate section is devoted to con­
solidated statements.
A part of the essay which may prove of 
particular value to accountants is an appendix 
in which are digested more than 200 court de­
cisions bearing on accounting questions. The 
digests and citations are grouped according to
subject matter under the following headings: 
cash, notes receivable, accounts receivable, 
merchandise inventory, investments, deferred 
charges, notes payable, accounts payable, con­
tingent liabilities, accrued expenses, capitalized 
expenses, tangible assets, intangible assets, op­
erating and non-operating income, realized and 
unrealized change in asset valuation, operat­
ing and non-operating expenses, adjustment 
accounts (which include as sub-headings de­
preciation and depletion), definitions and con­
solidated statements.
In the concluding paragraphs of the essay 
the authors say that once the law has accepted 
the canons of accounting, as indicated by 
judicial decision, "the rule of stare decisis be­
gins to operate—the rule of accounting 
emerges with the additional sanction that the 
law compels its observance. For this reason, 
it may be said that in a very real sense there 
is a body of law of business accounting— a 
body which increases in scope as the account­
ant’s record of business transactions is increas­
ingly presented as a basis for action having 
legal effects.”
Reprints of the article may be purchased 
from the business manager of The Columbia 
Law Review, Kent Hall, Columbia University, 
New York.
Financial Reports for Arkansas 
Improvement Districts
A committee of the Arkansas Society of 
Certified Public Accountants is responsible for 
the adoption of a new form of annual report 
for Arkansas improvement districts which, it is 
believed, will improve the financial condition 
and operation of such districts and may lead to 
legislation requiring periodic audits of their 
accounts.
Improvement districts are units formed by 
counties, cities or other political sub-divisions 
in Arkansas to finance construction of levees, 
sewer lines, street paving, curbs and gutters 
and similar improvements. Constitutional 
limitations prevent the state from assuming ob­
ligations such as those mentioned above, and 
the improvement-district device has been 
adopted by local governments to accomplish 
the desired ends.
There has recently appeared to be danger 
that some improvement districts might be 
headed for default, and Arkansas newspapers
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have given publicity to defects in their admin­
istration lately disclosed. Taxpayers in Little 
Rock demanded audits of improvement-dis- 
trict accounts, but it was found that there was 
no provision in the law under which a require­
ment of audit could be enforced.
It was suggested, therefore, by members of 
the Arkansas Society of Certified Public Ac­
countants that the city council require im­
provement districts to submit detailed financial 
reports which would require investigation 
equivalent to an audit. A committee of the 
society composed of Roy E. Chase, L. B. Croft 
and F. J. Venner drafted a form for such 
reports, which the society adopted. The city 
committee on improvement districts approved 
the suggestion, which was also endorsed by the 
local real-estate board, and on July 25th the 
Little Rock city council unanimously adopted 
the report form and passed an ordinance re­
quiring local improvement districts to report 
their financial affairs accordingly.
It is expected that the improvement districts 
will find it necessary to engage trained ac­
countants in order to comply with this ordi­
nance properly. It is proposed to introduce a 
bill at the next session of the legislature to 
compel adoption of the form throughout the 
state and require preparation of reports of this 
nature by certified public accountants.
In commenting upon the city council’s action 
the Little Rock Gazette of August 1st said:
"Thanks to assistance given to the improvement- 
district committee of the city council by a commit­
tee of the Arkansas Society of Certified Public Ac­
countants, Little Rock now has a standard form for 
detailed annual reports on the affairs of improve­
ment districts. It is stated that these reports will 
supply almost as much information as the audits 
which the city lacks authority to require. It is 
through improvement districts that most of the pub­
lic improvements are made in Little Rock, as in 
other cities of the state.
“Arkansas has been lax in auditing the affairs of 
public agencies. But the highway audit now in 
progress, the compulsory auditing of counties, and 
this new arrangement with respect to Little Rock 
improvement districts, are evidence of progress in 
the right direction.
"As regards Little Rock improvement districts, the 
adoption of the more informative report is a long 
step ahead from the unsatisfactory situation that has 
been allowed to prevail. But progress should not
stop there or be confined to one city. The legis­
lature at its next session should make provision for 
compulsory annual audits of all improvement dis­
tricts in the state.”
Accounting Practices and Stock Values
In the financial section of a Chicago news­
paper, under the heading "Investors’ service,” 
there recently appeared in response to an in- 
quiry a statement from which the following is 
an excerpt:
"It has always been difficult to arrive at an in­
telligent evaluation o f ............  common stock because
of the accounting practices of the company. The 
company’s financial reports have not disclosed cer­
tain charges which one must know in order to prop­
erly appraise the securities. In addition, the re­
ports have not been audited by independent audi­
tors. The company’s financial standing is considered 
somewhat uncertain due to its involved capitalization 
and that of its subsidiaries.
Public Utility Accounting
The public-service commission of West Vir­
ginia has released for publication a letter writ­
ten by Commissioner Alexander M. Mahood, 
in reply to a criticism of the commission’s 
methods in dealing with the accounts of utility 
companies. The letter describes the work of 
the accounting department of the commission. 
It reads in part as follows:
"I have your letter quoting the criticism made by 
a friend of yours of the action of the public ser­
vice commission requiring each utility in the state 
to make a special report (in addition to the reports 
regularly required) of investments, revenues, operat­
ing costs, depreciation charges, etc., and a statement 
of any reductions in the number of wages and sal­
aries of employees, and I thank you for the invita­
tion to write you about the accounting work of the 
commission.
"The burden of the criticism is that it is futile 
to expect utility concerns to keep honest accounts, 
and that the conclusions of our expert accountants 
upon analyses of their reports are therefore child­
ish. This is tantamount to saying that the men en­
gaged in supplying the public with heat, light, pow­
er, water, transportation and communication services 
are criminals and that the state, through its public 
service commission and the staff of accountants it 
has built up, is incapable of supervising the account­
ing, so far as it affects the public interest, of the 
individual and corporate residents engaged in sup­
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plying these services which have become indispens­
able to our modern civilization. Such criticism is 
another proof of the verity that those of us who 
are least informed on a subject are first to criticise 
and most positive and reckless in our assertions.
"The statute authorizes the commission to estab­
lish a system of accounts to be kept by public utili­
ties, or by each class of utilities, to prescribe the 
forms of accounts and records to be kept, and to 
require individuals, corporations and municipalities 
engaging in public utility businesses to make reports 
and furnish any information in their possession re­
specting such utility. It also provides that any 
officer or employee of a public utility who shall 
wilfully make any false entry, or neglect or fail to 
make true and correct entries of all the facts and 
transactions appertaining to such utility in the books 
and records so prescribed to be kept by the utility, 
or who shall destroy, mutilate, alter or falsify such 
records, shall be deemed guilty of a misdemeanor, 
and, on conviction, shall be fined not more than 
$1,000 or be confined in jail not more than one 
year, or both, in the discretion of the court.
"Uniform classifications of accounts have been 
prescribed by the commission for various classes of 
utilities, and have been in effect for several years. 
They are revised from time to time to meet changed 
conditions. An accounting department to enforce 
the classifications and supervise the keeping of ac­
counts and records and the making of reports, and 
to analyze the reports from such accounts, has been 
built up as a part of the commission’s staff. The 
chief of that department has been recognized as a 
competent accountant by the National Association of 
Railroad and Utilities Commissioners of the United 
States which has selected him as chairman of its com­
mittee on statistics and accounts of public utilities, 
a position he has held for the past three years. That 
committee considers and recommends to every state 
in the Union standard accounting systems.
"Our friend expresses the fear that the larger 
utilities whose capital stock is owned by holding 
companies are beyond the reach of our accounting 
system. It is quite true that this commission has no 
supervision over the concern in Chicago, Cleveland 
or New York that may have acquired the stock of a 
utility operating in this state and issued securities 
on the basis of its ownership of that stock. The 
issuance and sale of securities are matters for the 
authorities of the states in which the securities are 
issued or sold. The people of W est Virginia 
through their legislature have conferred no authority 
on their public service commission to regulate the 
issuance of the stock of any utility, or the sale of
securities issued in this or some other state; but our 
critical friend may rest assured that the commission 
has authority, and exercises it, to supervise the ac­
counting, under the statutes mentioned, of every pub­
lic utility operating in this state, wherever or by 
whomsoever its capital stock is owned, including all 
intercompany dealings. Illustrative of that assertion, 
may I refer to a recent investigation of the accounts 
of an operating company with a plant investment of 
about 38 million dollars whose capital stock is own­
ed by a non-resident corporation capitalized at about 
500 million? Our statisticians made an investiga­
tion of the operating company whose rates are of 
vital importance to the people in a large portion of 
the state. Representatives of the ratepayers engaged 
a nationally known accounting firm to make a like 
investigation, (and the reputation of that firm may 
be judged from the fact it is now engaged in audit­
ing the Insull companies). The two investigations 
were made independently of each other. The result 
was a difference of only $22,140 in a 38-million-dol- 
lar account, our accountants reporting the invest­
ment less by that sum than was reported by the 
firm engaged by the ratepayer.
"The gentleman takes exceptions to figures that 
indicate many of our utilities are not making un­
reasonable profits on their investments. He ignores 
the fact that during the past four years the com­
mission has brought about reductions in rates, with­
out cost to the ratepayers, in excess of two million 
dollars annually, principally from the larger utilities, 
which with the decline in revenues due to present 
conditions accounts for the figures to which he takes 
exceptions. He disregards the fact that when a 
regulatory commission, on its own motion, looks in­
to the accounts of a utility to learn whether the 
state may lawfully and fairly demand lower charges 
against the public, it is sometimes confronted with 
a record of unstable earnings and serious declines 
in the public demand for service, to be weighed 
against fluctuations in values and changes in operat­
ing costs. He shuts his eyes to the fact that the 
people of W est Virginia now pay as low rates for 
public utility services as are paid in any comparable 
communities in the country, and in some instances 
much lower rates, and he professes disbelief in the 
capacity and will of the regulatory organization of 
his state to enforce sound principles of regulation 
for the protection of the public in the light of new 
conditions as they have arisen and will continue to 
arise, through the competent and faithful services of 
fact-finding experts who are as unafraid of a giant 
utility corporation as they are unconcerned with un­
founded and uninformed critcism.”
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Accountants Analyze Government 
Finances
A fiscal survey of the county and municipal 
governments of Fulton county and Atlanta, 
Georgia, was inaugurated in July under the 
supervision of the local taxpayers’ league. The 
Atlanta chapter of the Georgia Society of Cer­
tified Public Accountants and the Atlanta chap­
ter of the National Association of Cost Ac­
countants will cooperate in the survey, having 
volunteered their services without charge.
A special committee of members of the 
North Carolina Association of Certified Public 
Accountants in Charlotte recently cooperated 
with the Mecklenburg Association of Civic A f­
fairs in studying the financial affairs of the 
local governments. Information obtained by 
the accountants’ committee served as the basis 
of recommendations by the association that re­
ductions totaling more than $600,000 be 
effected in city and county expenditures.
State Boards of Accountancy
N e w  Y o r k
George E. Bennett has been elected chair­
man of the New York state board of C. P. A. 
examiners. Walter N. Dean is secretary of the 
board and Norman E. Webster and Edwin E. 
Leffler are members. A successor to Ernest
B. Cobb, who recently resigned, has not yet 
been appointed.
O hio
H. W . Cuthbertson of Dayton has been ap­
pointed a member of the Ohio state board of 
accountancy for a term of three years. Mr. 
Cuthbertson succeeds Martin J. Arft of To­
ledo.
As a result of the Ohio C. P. A. examina­
tions held in May the following persons were 
granted C. P. A. certificates: Charles R. Hill 
and L. F. MacDorman, Dayton; Gilbert H. 
Hoffman, Clark L. Simpson, G. H. Drick- 
hamer, Herbert B. Cross, Mathew Faith and 
Gerald Morgan, Cleveland; Louis Bernstein 
and Ben Zuckerman, Columbus; Gregory Gens 
and John Houck, Toledo; Fred A. Powers, J. 
E. Shriver and Edwin F. Thorburn, Cincinnati.
The July, 1932, bulletin of the New York 
State Society of Certified Public Accountants 
is devoted entirely to discussion of the subject 
of accounting and financial problems arising in 
the real-estate business. The discussion is di­
vided into five separate articles, the first of 
which is "The real-estate bond problem” by 
Francis K. Stevens, vice-president, Brown, 
Wheelock, Harris & Co., Inc. The other four 
articles, all by members of the society, are 
"Present-day problems in real-estate finance” 
by Max Fink; "The valuation of real-estate 
on the balance-sheet” by Leonard Levine; 
"Some real-estate accounting problems” by 
Ernest Willvonseder; "The balance-sheet of 
building and real-estate companies” by George 
W . Perper. Copies of the bulletin may be 
purchased at the offices of the society.
Political Candidate Promises Audit
A candidate for the office of mayor of a 
southern city promised the taxpayers in a recent 
speech that if elected he would employ a res­
ident certified public accountant to audit the 
books of the city and to render a complete re­
port, so that the average taxpayer would know 
how the city’s money was being spent. "In  
the reports,” he is quoted as saying, "the terms 
'miscellaneous’ and 'other expenses’ will be 
conspicuous by their absence.”
Annual Meeting of the Dominion 
Association of Chartered Accountants
The Dominion Association of Chartered 
Accountants will hold its annual meeting at 
the Admiral Beatty hotel, St. John, New 
Brunswick, August 23 to 26, inclusive. 
Charles B. Couchman, president of the Ameri­
can Institute of Accountants, has accepted an 
invitation to represent the Institute at the 
meeting.
The programme provides for a council meet­
ing on August 23rd followed by the president’s 
luncheon to council members. An informal 
reception will take place in the evening. The 
general sessions will open on Wednesday, 
August 24th, when reports of officers and com­
mittees will be received. The afternoon will 
be devoted to golf and a dinner dance will 
take place in the evening.
Accounting and Real Estate
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Business sessions will occupy the following 
day. H. C. Schofield, president of the St. 
John harbor commission will deliver an ad­
dress at a luncheon at which members of the 
St. John board of trade will be guests. In 
the afternoon Mr. Couchman will deliver an 
address entitled "Present accountancy prog­
ress.” Frank M. Harvey, vice-president of the 
Dominion Association, will speak on "The ac­
countancy of rate-making.” The annual din­
ner will take place in the evening of the 25th.
On Friday, August 26th, members and 
guests will sail to Digby, Nova Scotia, where 
the Institute of Chartered Accountants of Nova 
Scotia will act as host at luncheon.
Institute of Chartered Accountants
At a meeting of council of the Institute of 
Chartered Accountants in England and Wales 
June 1, 1932, Clare Smith was elected presi­
dent and A. E. Cutforth, vice-president for the 
ensuing year.
Society of Incorporated Accountants 
and Auditors
Edward Casselton Elliott and Richard W il­
son Bartlett were recently elected president and 
vice-president, respectively, of the Society of 
Incorporated Accountants and Auditors.
Retail Dry Goods Trade
Announcement has been made by the 
National Retail Dry Goods Association that 
the proceedings of the thirteenth annual con­
vention of the Controllers’ Congress are now 
available in book form. The volume includes 
an analysis of 1931 operating expenses; dis­
cussion of the retail inventory method; an­
alysis of methods by which the controller can 
improve merchandising results; discussion of 
expense reduction through personnel budget­
ing, and many other articles and reports.
NEWS OF LOCAL SOCIETIES
District of Columbia
At the annual meeting of the District of 
Columbia Institute of Certified Public Ac­
countants held recently at the Racquet club, the 
following officers were elected: Oscar J. Bern­
stein, president; Wayne Kendrick, vice-presi­
dent; Goodwin P. Graham, secretary-treasurer.
Florida
A special meeting of the Jacksonville chap­
ter of the Florida Institute of Accountants was 
held at the Carling hotel, July 19th. A com­
mittee, consisting of Walter Mucklow, George 
S. Hay and Benjamin E. James, with Philip 
Devlin as executive secretary, has been appoint­
ed to devise ways and means of creating a bet­
ter understanding on the part of the public 
generally of the duties and responsibilities of 
the public accountant. The same committee 
will also act in cooperating with bankers, credit 
men and members of the legal profession.
At the meeting the recent efforts of the city
council to appoint a special city auditor for 
the ensuing year were discussed. A commit­
tee of five was appointed and authorized to 
offer its services in an advisory capacity to the 
council’s auditing committee, if desired, pend­
ing final appointment of a special auditor. 
Walter Mucklow, George S. Hay, Charles H. 
Goodrich, F. B. Colley and Paul R. Smoak com­
prise the committee.
The present officers of the Jacksonville chap­
ter are Ira J. Varnedoe, president; Paul R. 
Smoak, vice-president; F. B. Colley, secretary; 
Warren Baker, treasurer.
Wisconsin
At a recent meeting of the Wisconsin So­
ciety of Certified Public Accountants the fol­
lowing officers were elected: William Charles, 
president; Andrew Peterson, vice-president;
H. A. Sinclair, secretary-treasurer. The fol­
lowing directors have also been appointed: 
Fred C. Kellogg, Clarence H. Lichtfeldt, Del­
bert W. Reynolds, Frederick S. Staples.
John Heins & Co., announce the removal 
of their offices to 1421 Chestnut street, Phila­
delphia.
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William Ullrich announces the removal of 
his offices to 516 Mutual Home building, Day­
ton.
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EMPLOYMENT EXCHANGE
Following are the qualifications of several 
typical applicants available through the em­
ployment exchange of the American Institute 
of Accountants:
No. 25A— Member, American Institute of Accoun­
tants. Chartered accountant of England and C. 
P. A. of New York. College graduate. Has had 
27 years’ public accounting experience and has 
specialized in manufacturing and industrial audits.
No. 39A— Member, American Institute of Accoun­
tants. C. P. A. of New York, New Jersey and 
Pennsylvania; two years’ college; 20 years in pub­
lic accounting, 8 years as principal. Has also had 
several years’ experience with large accounting 
firms and has held the treasurership of a well- 
known corporation. W ould prefer position in 
New York. Residing in New Jersey. Salary 
open.
No. 154A— Member, American Institute of Accoun­
tants. C. P. A. of New York. Fifteen years’ ex­
perience with large accounting firms. Resides in 
New York and prefers a position with a large 
private concern. Salary open.
N o. 171A— Member, American Institute of Acccoun- 
tants. Age 3 2 ; one year of college and has taken 
several courses in accounting. Has acted as senior 
accountant for about 6 years. Prefers employment 
in New York. Salary $60 a week.
No. 188A— Member, American Institute of Accoun­
tants. C. P. A. of Illinois and a chartered ac­
countant of England. Living in New York. Has 
been in practice on his own account and has been 
associated with large accounting firms for many 
years. Has specialized in industrial and commer­
cial surveys, systems, and audits for stockholders 
and investment bankers, investigations for trust 
estates. Has also held executive positions, such as 
treasurer and comptroller of manufacturing con­
cerns. Salary open.
No. 343— Member, American Institute of Accoun­
tants. C. P. A. of Minnesota. About 30 years’ 
public accounting experience. Desires position in 
New York. Living in New Jersey. Salary open.
No. 430A — Member, American Institute of Accoun­
tants. C. P. A. of New York. Graduate, New  
York University. About six years’ public account­
ing experience with well-known firms. Has acted 
as comptroller of a large packing company. Pub­
lic accounting experience concerned mainly with 
public utility and industrial concerns. Salary 
open.
No. 484A — Member, American Institute of Accoun­
tants. C. P. A. of New Hampshire and Cali­
fornia. Thirteen years’ public accounting experi­
ence with large accounting firms. Desires position 
in New York. Salary open.
No. 539A— Member, American Institute of Accoun­
tants. C. P. A. of Indiana. College graduate. Age 
38. Seventeen years’ public accounting experience. 
Has held positions as comptroller and treasurer. 
Experienced in design and installation of factory, 
general office and financial accounting systems and 
their operation. Desires position with corporation. 
Resides in Pennsylvania. Salary open.
No. 544A— Member, American Institute of Accoun­
tants. C. P. A. of New Hampshire. College 
graduate. Seventeen years’ public accounting ex­
perience. Now in Philadelphia, but would pre­
fer position in New York. No objection to travel. 
Salary, $3,600.
N o. 559A— Member, American Institute of Accoun­
tants. Has had 17 years’ public accounting ex­
perience. Has been comptroller of two corpora­
tions. Desires position with private concern. Sal­
ary open.
No. 561A— Member, American Institute of Accoun­
tants. C. P. A. of Indiana. Age 3 9 ; university 
graduate. For four years acted as comptroller and 
assistant treasurer with large manufacturing con­
cern. Has had 10 years’ public accounting ex­
perience. W illing to go anywhere. Salary $6,-
000.
No. 567A— Member, American Institute of Accoun­
tants. C. P. A. of New York. College graduate. 
Thirteen years’ public accounting experience. 
W ide experience in U. S. income taxes and pub­
lic utilities. Desires position in New York. Sal­
ary open.
No. 575A— Member, American Institute of Accoun­
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tants. C. P. A. of Massachusetts. Has had about 
ten years’ public accounting experience. Has been 
secretary and treasurer of a corporation. Resides 
in Massachusetts but is willing to accept position 
anywhere.
No. 587A— Member, American Institute of Accoun­
tants. C. P. A. of New York. Age 3 2 ; one year 
college. Has been employed by large accounting 
firm for over 12 years. No objection to travel. 
Salary open.
No. 588A— Member, American Institute of Accoun­
tants. C. P. A. of New York, also chartered ac­
countant of Scotland. Former partner of large 
accounting firm. Has had considerable experience 
in financial work and has been employed with a 
brokerage firm. Salary $6,000.
No. 611A— Member, American Institute of Accoun­
tants. Has had over 20 years’ experience in pub­
lic accounting, including foreign fields. Has also 
acted as auditor of a railway company. Is willing 
to accept employment in foreign fields. Salary 
open.
No. 77A— Associate, American Institute of Accoun­
tants. C. P. A. of Iowa; graduate of the Univer­
sity of Iowa; 2 years’ law school. Age 36. Three 
years’ experience as secretary-treasurer of large ice 
cream concern. Has had about seven years’ ex­
perience in public accounting. Desires position 
in northern part of United States, preferably in 
the middle western section. Salary $4,000.
No. 223A— Associate, American Institute of Accoun­
tants. C. P. A. of Massachusetts. Age 38. At­
tended college for two years. Has had about 5 
years’ public accounting experience in addition to
holding positions as comptroller and auditor of 
two large corporations. Has had experience in 
audits of manufacturing, mining and wholesale 
concerns and banks. Salary open.
No. 466A — Associate, American Institute of Accoun­
tants. C. P. A. of New Hampshire. Graduate 
of Boston university. Has had about 8 years’ 
public accounting experience. Has had experience 
in textile and corporation consolidation accounts. 
Prefers position in Boston. Salary $4,000.
No. 582A— Associate, American Institute of Accoun­
tants. C. P. A. of New York. College graduate. 
Has had seven and a half years’ experience in pub­
lic accounting. Resides in California.
No. 596A— Associate, American Institute of Accoun­
tants. C. P. A. of Florida. Age 3 8 ; 2 years’ 
college. Has acted as auditor of a large fruit 
corporation, and has had 3 years’ public account­
ing experience. Prefers position on west coast, 
but is willing to go anywhere. Salary open.
No. 607A— Associate, American Institute of Accoun­
tants. C. P. A. of California. Age 3 1 ; high 
school graduate. Twelve years’ public accounting 
experience in chainstore, lumber and manufactur­
ing audits. Has also good knowledge of tax  
work. Is interested in obtaining position abroad 
with American firm, but will also consider position 
in United States, preferably California. Salary 
about $300 a month.
ANNOUNCEMENTS
Walter B. Bailey announces that he will 
henceforth practise under his own name at 801 
Financial Center building, San Francisco.
A. F. Dillman announces the opening of an 
office at 40 Exchange place, New York.
S. C. Greaves & Co., D. Earl Fleming and 
Robert Atkins announce the consolidation of 
their practices under the firm name of Greaves, 
Fleming & Atkins, with offices at 225 Broad­
way, New York.
Announcement has been made of the dis­
solution of the firm of Neville, McIver, Barnes 
& Co., Savannah, Georgia, by mutual consent 
of the partners.
J. T. McIver announces that he will prac­
tise under his own name at 401 Liberty Bank & 
Trust Company building, Savannah, Georgia.
Announcement has been made of the forma­
tion of the firm of M. H. Barnes & Co., with 
offices in the Liberty National Bank building, 
Savannah, Georgia.
Announcement has been made of the forma­
tion of the firm of William F. Loflin & Co.
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with offices in the Third National Bank build­
ing, Columbus, Georgia.
Adrian V. Seay, Ralph A. Conselyea and 
Edward H. Seay announce the formation of a 
partnership with offices at 2108 Post-Dispatch 
building, Houston. The firm will practise 
under the name of Seay, Conselyea & Co.
Archibald Bowman, New York, has been re­
appointed a member of the committee on com­
mercial law and of the committee on federal 
trade commission and anti-trust laws of the 
Merchants Association of New York for the 
year ending April 30, 1933.
A. C. Derrick, St. Louis, has been appointed 
a member of the committee on arbitration of 
the Missouri Society of Certified Public Ac­
countants.
A. H. Hammarstrom, Clinton, Iowa, de­
livered an address before the Rotary club, Clin­
ton, on June 6th, entitled "Accounting for 
business depression.”
C. B. Holloway, Boston, has been appointed 
a member of the committee on taxation of the 
Boston Chamber of Commerce.
"What’s ahead for business” is the title of 
an article by J. Hugh Jackson, Stanford uni­
versity, California, which appears in the annual 
proceedings of the Fire Underwriters’ Associ­
ation of Pacific. On June 28th Prof. Jackson 
delivered one of the series of Vawter lectures 
at Northwestern university, Chicago, on "The 
accountant and his profession.” He also spoke 
before the National Ice Cream Manufacturers’ 
Association, Los Angeles, July 29th on "Cost 
accounting and efficient management.”
Benjamin Jacobs, New York, has been ap­
pointed a member of a commission for in­
vestigating and reporting upon financial con­
dition of the unionized section of the full- 
fashioned hosiery industry.
August L. Knollmuller, Marienhoh-Regens- 
burg, Germany, presented a paper on "Pub­
lic accounting in the U. S. A .” at the annual 
meeting of the Society of German Accountants, 
Bavaria section, which was held at Munich, 
Germany, on June 19th.
M. F. Pixton, Atlanta, has been appointed a 
member of the accountants’ council of the At­
lanta chamber of commerce.
"Real estate ownership as to its effect in 
building and loan” is the title of an address 
delivered by Henry S. Puder, Newark, before 
the New Jersey Building and Loan Convention 
held at Atlantic City recently. Mr. Puder is a 
trustee of the Welfare Federation of Newark.
George W. Rossetter is the author of an ar­
ticle entitled "Some changes in the federal in­
come-tax law” which appeared in the July 2nd 
issue of Rock Products.
At the graduation exercises of the San Fran­
cisco Institute of Accountancy, July 29th, John 
R. Ruckstell, San Francisco, delivered an ad­
dress entitled "From simple to complex in 
business, and training for business.”
S. L. G. Sutherland, Boston has been ap­
pointed co-receiver of Mead-Morrison Manu­
facturing Company, East Boston.
C. Oliver Wellington is the author of an 
article entitled "Deflating the plant accounts,” 
which appeared in the July bulletin of the 
Robert Morris Associates.
Pitt W. Danforth is author of a report pre­
pared for the Boston Automobile Dealers As­
sociation analyzing the manufacturers’ excise 
tax on automobiles under the revenue act of 
1932.
C o r r e c t i o n  
The recently formed accounting firm of 
Mack, Dutton & Attix will occupy offices in 
the Equitable building, Wilmington, Delaware, 
not in New York as was stated in the July 
Bulletin.
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AMERICAN INSTITUTE OF ACCOUNTANTS
Annual Meeting
Plans for the annual meeting of the Ameri­
can Institute of Accountants at the Muehlebach 
hotel, Kansas City, Missouri, October 17-20, 
1932, are practically complete.
Following is a recapitulation of the pro­
gramme according to the latest arrangements:
B u sin ess  
Monday, October 17th:
10:00 a.m. Meeting of council.
8 :00  p.m. Meeting of accountancy examiners.
(Open to all persons interested.)
Address: “The problem of the failing 
candidates,” by Edward Fraser, Kan­
sas City, treasurer, Missouri state board 
of accountancy.
Discussion.
Tuesday, October 18th:
9 :30  a.m. General session.
Invocation: Rev. Harry C. Rogers.
Address of welcome.
Annual reports.
11:00 a.m. Address: “Influence of the depression on 
the practice of accountancy,” by 
George O. May, New York.
Discussion.
8 :00  p.m. General session.
Address: "Profitable employment of idle 
time in accountants’ offices,” by N or­
man Loyall McLaren, San Francisco.
Discussion.
Wednesday, October 19th:
9 :30  a.m. General session.
Election of officers.
11:00 a.m. Address: “Compulsory audit of corpora­
tions, election of auditors by stock­
holders and statutory certificates,” by 
Frederick B. Andrews, Chicago.
Discussion.
Thursday, October 20th:
9 :30  a.m. Meeting of council.
E n t e r t a in m e n t  
Monday, October 17th:
1:00 p.m. Luncheon for golfers at Milburn coun­
try club.
Luncheon at Kansas City club for recep­
tion committee and visiting ladies.
Auto trip to country club district and to 
Milburn country club, Unity farm and 
Chapman farm.
2 :00  p.m. Annual golf tournament.
Competition between teams representing 
Institute chapters and state societies for 
the Missouri golf trophy.
Tuesday, October 18th:
12 :30  p.m. Luncheon and card party at Mission Hills 
country club.
2 :0 0  p.m. Golf and luncheon for ladies at Mission 
Hills country club.
6 :3 0  p.m. Dinner dance at Kansas City club.
8 :0 0  p.m. Theatre party for the ladies.
Wednesday, October 19th:
1 :00  p.m. Luncheon at Elms hotel, Excelsior 
Springs. Auto trip via St. Joseph.
2 :0 0  p.m. Motor trip to Excelsior Springs, Fort 
Leavenworth, etc.
Golf at Kansas City country club.
7 :0 0  p.m. Annual banquet.
Toastmaster, George Armistead, Houston.
Address by Rev. James P. DeW olfe, 
Kansas City.
R e d u c e d  R a ilr o a d  F a r e s
Reduced fare on the certificate plan (full 
fare going and half fare returning) has been 
authorized for this meeting, provided 100 
certificates are presented at the meeting for 
validation. Tickets will be sold and certificates 
issued from October 13th to and including 
October 19th, and will be honored for return 
passage to and including October 24th. 
Certificates will be validated October 17th to 
20th inclusive.
Representatives of the Missouri Pacific and 
New York Central railroads will cooperate 
with members throughout the country in mak­
ing transportation arrangements, regardless of 
the road over which a member may wish to 
travel. Full details about the certificate plan 
for reduced fares may be obtained from the 
railroad representatives.
Reduced fares will not be granted under this 
plan unless a sufficient number of persons takes 
advantage of the arrangements. Everyone is 
urged to obtain the certificate when purchasing 
his ticket.
Examinations
The fall examinations of the American In­
stitute of Accountants will be held November 
17th and 18th. Application for these examina­
tions should reach the Institute’s offices not 
later than October 1st.
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Nominations
The report of the committee on nominations 
of the American Institute of Accountants has 
been sent to members, with the official call for 
the annual meeting to be held October 18 and
19, 1932, at Kansas City, Missouri.
The report recommends the election of the 
following members to the respective offices:
P r e s id e n t :
John F. Forbes, California
V i c e -p r e s i d e n t s :
Frederick B. Andrews, Illinois 
Walter Mucklow, Florida
T r e a s u r e r :
Allan Davies, New York
M e m b e r s  o f  C o u n c il  f o r  f iv e  y e a r s : 
William B. Campbell, New York 
Stanley G. H. Fitch, Massachusetts
E. G. H. Kessler, Missouri 
John K. Mathieson, Pennsylvania 
James P. McGregor, Illinois 
W. I. Nicholson, Jr., Oklahoma 
Winfield Quin Sharp, Mississippi 
M e m b e r  o f  C o u n c il  f o r  t h r e e  y e a r s  
(to fill vacancy) :
Fred W. Morton, Michigan 
M e m b e r  o f  C o u n c il  f o r  t w o  y e a r s  
(to fill vacancy):
Charles Carroll Croggon, Maryland 
A u d it o r s :
Frances P. Byerly, Pennsylvania 
Charles H. Towns, New York
The members of the committee on nomina­
tions, who were unanimous in their recommen­
dations, are James Hall, New York; Alexan­
der R. Grant, Illinois; Overton S. Meldru m, 
Kentucky; Philip S. Suffern, New York; Frank
C. Taylor, Texas; C. R. Whitworth, Illinois, 
and Ernest E. Wooden, Maryland.
Charles A. Hardman
Charles A. Hardman, a member of the Amer­
ican Institute of Accountants, died at his home 
in Dayton, Ohio, on August 18th. He was 73 
years of age. For the past three years Mr. 
Hardman had practised public accounting on 
his own account. Prior to that time he was a 
partner of the firm of Wall, Hardman & 
Lane. Mr. Hardman was admitted to the In­
stitute in October, 1925.
President’s Address at St. John
An address entitled "Present accountancy 
progress” was delivered by Charles B. Couch­
man, president of the American Institute of 
Accountants, at the annual meeting of the 
Dominion Association of Chartered Accoun­
tants at St. John, New Brunswick, August 25th.
Mr. Couchman indicated several means by 
which there seems to be great opportunity for 
advancement of accountancy: enlarging the 
scope of authorization given the accountant, 
clarifying the public’s conception of accoun­
tancy, broadening the field of accountancy use­
fulness, and improving the ethical standards of 
the profession.
Expressing his belief that there is a definite 
trend toward more informative financial state­
ments, he said, in part:
"It is no longer satisfactory to display one item of 
receivables if this item includes in addition to trade 
accounts, indebtedness from officers and employees, 
accruals and various other items which in earlier days 
were frequently merged in the single heading. Neither 
is it considered satisfactory today to include in one 
heading intangible values along with fixed assets. 
The old designation, 'real estate, plant, equipment, 
patents and goodwill’ does not today satisfy the 
scrupulous inquirer who depends for his information 
upon the published balance-sheet.
"It is evident that such segregations could be car­
ried to an almost unlimited and absurd degree. Com­
mon sense and good judgment must govern the ex­
tent to which balance-sheet items are detailed. The 
tendency however is quite definitely toward separating 
items of considerable amount and of pertinent char­
acteristics, so that there will not be merged in one 
amount two or more classifications differing material­
ly in their effect upon the financial condition of the 
organization. The same rule applies to the operating 
statements. There is a constantly increasing demand 
that items of a distinctive nature, a knowledge of 
which is essential in determining proper judgment of 
the organization, shall be distinctly shown and so 
described as to allow a clear interpretation of the 
content of each item. This trend has resulted in a 
marked increase in the clarity of the descriptions 
given in such statements, such description often being 
accompanied by footnotes allowing more elaborate ex­
planations. There is room however for much further 
improvement in these things.”
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The speaker mentioned three distinct bases 
on which the accountant determines the values 
indicated for different classes of assets, i.e. (a) 
historical records of transactions, (b) adjust­
ments through well established conventions, 
and (c) adjustments under specific authoriza­
tion by owners or their delegates. He pointed 
out, however, that such bases do not provide 
for fluctuations in relative worth, which have 
been so predominant in recent years, and have 
exercised a marked effect upon the proprietor­
ship equity. He continued:
"It has not been feasible to give effect to these 
changes in the formal balance-sheet displays. The 
result has been somewhat confusing in the mind of 
the layman who does not comprehend all the under­
lying features. No practical solution of this problem 
has been devised, but it appears that these misunder­
standings would be eliminated to some extent if the 
layman could be given to understand that the balance- 
sheet is not intended to measure the current worth 
of an organization but instead is more particularly a 
statement, showing upon the one hand the various 
obligations of the organization because of values re­
ceived and on the other hand the results of the dis­
positions that have been made of these values by the 
organization. Such a statement partakes more of the 
nature of a trial balance than of a statement of pres- 
ent-day worth. Perhaps some further progress would 
be made if our balance-sheets could be made to dis­
play more definitely the basis used for the determina­
tion of the amounts shown under each classification 
of the assets.
“It must not be overlooked that after all the pri­
mary purpose of an accountant is, as the name im­
plies, to render an 'accounting’ for funds. If it is a 
corporation that is being reported on then the ac­
countant’s primary responsibility is to show what has 
been done with the funds placed under the control of 
the management by stockholders and by creditors to­
gether with the funds produced by income that have 
accrued to the corporation because of these principal 
sums.
“If a portion of the funds has been invested in 
securities then the accountant should display the 
amount so used. In other words, the cost of the in­
vestments should be given. The next problem arises 
as to what the accountant should display if the se­
curities represented by the investment no longer have 
a liquidating or realizable value as great as the cost. 
It seems that this may be met by showing the market 
price as an indented item of information or as a 
footnote. It should be kept in mind however, that a
market price is usually the result of transactions by 
parties other than the one whose accounts are being 
displayed. The extent of the effect of such transac­
tions by outside parties is subject to various interpre­
tations. If corporation A pays $100 for a share of 
corporation X  stock, to what extent is corporation A’s 
financial condition changed because B or C chooses to 
sell a share of X  stock for $90 or $80? Such a drop 
in market price may be only temporary or may have 
been forced because of the financial stringency of the 
seller.
“It does not seem logical to require that the ac­
countant should change his opinion of the financial 
condition of corporation A every time other parties 
from B down to Z may deal at varying prices in items 
similar to those held by corporation A. It is gener­
ally recognized that, if a marked change in the price 
of securities becomes general in the open market, 
some indication of that change in price should be 
given by footnote or parenthesis in the financial dis­
play of corporation A’s condition. However, it is 
not necessarily true that corporation A has suffered a 
loss merely because of a drop in the market price of 
securities which it owns. The income from such 
securities may not have been affected and A may not 
need or desire to sell them nor to use them as col­
lateral. In such a case corporation A can be little 
concerned with such transactions by other parties.
"I have always been doubtful of the logic of a pro­
cedure whereby the amounts displayed in a balance- 
sheet for particular classes of assets are adjusted be­
cause of transactions to which the organization indi­
cated has been no party. This, to me illogical, pro­
cedure is followed whenever the amount determined 
by actual cost to the organization is modified by 
market prices which prices have been those accepted 
or determined by outside parties having nothing to 
do with the organization whose balance-sheet is be­
ing displayed.
"This is but one of the many problems faced by the 
accountant in determining the proper amount to dis­
play for balance-sheet items. Any departure from 
the fundamental basis of 'historical records of the 
transactions of the organization whose accounts are 
displayed’ must be preceded by careful study of pos­
sible consequences. Advance along these lines there­
fore must be attended by due caution.”
Another tendency in accountancy Mr. 
Couchman mentioned, is the gradual decline 
of the balance-sheet from the position of 
supremacy among financial statements and the 
corresponding advance of the statement of 
operations. He said that most people inter­
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ested in business organizations are "today more 
vitally concerned with the profitableness of their 
investments than with the financial condition 
of the company whose securities they hold.
In speaking of the limitations imposed upon 
the accountant by the nature of accountancy it­
self the speaker said:
"During a period in which fattened equities have 
become more and more anaemic, until many have 
dwindled past the vanishing point, it is to be expect­
ed that there be much criticism by equity owners of 
the various parties connected with business and it is 
inevitable that there be criticism voiced for the ac­
countants who have given their approval to financial 
statements displaying these inflated equities. Those 
who understand the limitations upon accountancy ap­
preciate that such criticisms are seldom justified. The 
overcoming of ignorance regarding such limitations 
is a major problem before the profession.
"So long as financial statements are expressed in 
terms of a monetary unit and the measurement is 
based upon conditions current at the date, and so long 
as there may be sharp fluctuations in the relation of 
the various assets of business to the monetary unit, 
there must inevitably result correspondingly violent 
fluctuations in expressed equity. This is not the fault 
of the accountant but rather the fault of the economic 
system. Until stabilization of the ratio of monetary 
unit to commodities and to fixed assets is more nearly 
attained there can be no stabilization of expressed 
equities in business organizations.
"If the physical materials with which an engineer 
must deal were subject to violent and unexpected 
fluctuations of a similar ratio, we could not expect 
any permanancy for the bridges, buildings or other 
products constructed from such materials. A  shrink­
age of one per cent. in steel or concrete would work 
havoc with the best constructed building. Y et in the 
United States we have seen in the past three years a 
shrinkage in the measured value of various assets 
ranging from a few per cent. up to seventy and eighty 
per cent. Is it any wonder that even the best con­
structed businesses have been warped to some extent, 
save those few where various fluctuations counter­
balanced each other or where the safe-guard of re­
serves allowed a margin of safety beyond the needs 
ordinarily expected?
"In the readjustment that must take place there is 
opportunity for the thinking and well-read accountant 
to aid in building a more durable business structure 
and in recommending better safe-guards for preventing 
collapse if we should face a repetition of the experi­
ences of the past few years.”
Limitation of the scope of the work which 
the client authorizes the accountant to perform 
should be extended by educating the public to 
the advantages of broadening that scope, accord­
ing to Mr. Couchman. Managing officers of 
many corporations, he said, have voluntarily in­
creased the scope of the accountant’s investiga­
tion in recent years. Mr. Couchman mentioned 
the efforts of the American Institute of Ac­
countants in cooperation with such organizations 
as the Robert Morris Associates, the New York 
stock exchange and the Investment Bankers 
Association to facilitate a general understand­
ing of the desirability of conferring broader 
powers upon independent auditors.
It was the speaker’s opinion that there has 
been noticeable progress in clarifying the pub­
lic’s conception of accountancy. Many errone­
ous beliefs about the profession have been 
eliminated in recent years, and newspaper and 
magazine articles in increasing numbers have 
brought to the average man a more accurate 
knowledge of the nature of the services which 
accountants are prepared to render.
In speaking of the opportunities of the pro­
fession for further development Mr. Couch­
man said:
"Aside from the generally recognized work of the 
accountant as a reviewer of past transactions and of 
resultant conditions, his training and practice have 
peculiarly fitted him for a much wider scope of use­
fulness in commercial affairs. Since the events of the 
last few years which have been so disconcerting to the 
business man, the investor and the government, it is 
these qualities of the accountant which have become 
more generally appreciated in the United States.
"Many individuals in more or less prominent posi­
tions in financial affairs have belatedly recalled various 
warnings and items of advice given by the accountant, 
with a resultant change in the attitude of such in­
dividuals regarding the value of the accountant’s 
knowledge. Today he is being sought as a counselor 
by many who formerly considered such counsel un­
necessary. In many cases he is becoming a diagnos­
tician and prescriber as compared with his post-mor­
tem activities of the past. A  large field is opening for 
the accountant to aid in the realm of reorganization, 
financial rehabilitation, the establishment of budgetary 
control and in the problems of management and pol­
icy. Through these activities it is to be expected 
that the accounting profession will advance to a higher 
position in the business world than it occupied in 
past years.
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The importance of high ethical standards 
was emphasized in the concluding paragraphs 
of the address. Mr. Couchman said:
"I  believe that our profession is making a marked 
advance in this controlling phase of its practice. No 
profession can say that its ethics as a whole has reach­
ed a point of perfection. I have confidence however 
in the manner in which our profession, even in its 
brief existence, has developed and practised a code of 
ethics, as high as that attained by our fellow profes­
sions. Few activities present more opportunity for 
unethical practices, and yet from the highest to the 
lowliest of public practitioners the numbers who have 
been guilty of sacrificing professional standards for 
private gain have been exceedingly few.
"Codes of ethics have been adopted voluntarily by 
the great majority of organizations and societies of 
practising accountants. Committees carefully in­
vestigate all claims of violation of this code. The 
great majority of such claims are found to have re­
sulted from a misconception of the code or are 
founded upon infractions of a minor nature. The 
maintenance of such a formal code and the develop­
ment of a fine sense of ethics in the minds of prac­
titioners must inevitably have its effect in the estab­
lishment of the profession upon a plane from which 
it cannot be shaken.”
Employment
Twenty-four members and associates of the 
American Institute of Accountants are now 
available through the employment exchange 
maintained at the Institute’s offices. Many of 
the registrants live in or near the city of New 
York, but there are also applicants from Cali­
fornia, New England and the middle west. 
Many of these men have held responsible po­
sitions in private corporations, and all have had 
long public accounting experience.
Many other applicants have registered with 
the exchange, particularly a number of recent 
college graduates who have had some experi­
ence in public accounting or in accounting work 
in private concerns.
There are available through the exchange 
men competent to fill positions as staff account­
ants of every grade.
Members are requested to notify the Insti­
tute’s offices whenever they learn of a position 
which might be filled by a man with accounting 
training.
Lack of space prevents publication of quali­
fications of individual applicants in this issue 
of the Bulletin.
A movement to undertake formal, methodi­
cal research in accountancy, embracing tech­
nical, professional and educational problems, 
has been launched by creation of the Council 
on Accounting Research, a group of university 
professors and practitioners formed through 
the efforts of members of the American Asso­
ciation of University Instructors in Account­
ing. It is the hope of the organizers that the 
group may "develop, sponsor, and direct a con­
tinuing programme of study looking toward the 
establishment of fundamental accounting prin­
ciples and standards of accounting instruction 
and practice.”
A list of concrete suggestions of subjects to 
engage the attention of the council is now be­
ing prepared. The council is said to have no 
purpose other than to encourage and promote 
sound research work in the accounting field. 
It will act independently of any organization 
or group, but may request assistance of accoun­
tants’ societies, schools teaching accounting, 
bureaus of business research and other or­
ganizations.
In a statement of purpose released for pub­
lication the following explanation of the pro­
gramme is set forth:
"It seems rather generally agreed today that pro­
fessions, like sciences, can make no satisfactory 
progress except through the aid of research. Re­
search involves an earnest, sincere, and dispassionate 
effort to disclose basic truths, to coordinate, analyze, 
and interpret them, and to develop from them prin­
ciples and standards which shall guide future en­
deavors in the field. An energetic and sustained 
effort along such lines seems as indispensable to 
growth and development in accountancy, in medi­
cine, and in law, as in physics or biology.
"T o be sound and effective, a research programme 
in accountancy needs support and guidance on the 
one hand from teachers and writers, who are most 
directly concerned with principles and fundamentals, 
and on the other hand from professional practitioners, 
who are in daily touch with the application of ac­
counting theories and the requirements of actual busi­
ness situations. It needs, further, actual research 
work— vigorous, intelligent study of important prob­
lems by individuals with sound training, broad ex­
perience, and a capacity for independent thinking.
"Many accountants feel that in the past these 
various elements necessary to productive research
Research in Accountancy
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work have not been brought together in the most 
effective combination. Many teachers and writers 
have been somewhat divorced from the realities of 
accounting practice; many practitioners have lacked 
the opportunity for extended concentration on ques­
tions of theory and principle. Committees made up 
of the most capable men in the field have found it 
difficult to get a specific task accomplished when it 
has involved a large amount of painstaking detail, 
coordination of independent efforts, and similar prob­
lems.”
The present personnel of the council is as 
follows: John B. Canning, Charles B. Couch- 
man, F. H. Elwell, Harry A. Finney, Howard
C. Greer, Henry R. Hatfield, Roy B. Kester, 
Eric L. Kohler, John T. Madden, George H. 
Newlove, Homer S. Pace, William A. Paton, 
George W. Rossetter, Thomas H. Sanders, 
Hiram T. Scovill, D. W. Springer, Walter A. 
Staub, Russell A. Stevenson, and John R. 
Wildman.
Members of the faculty of New York Uni­
versity have attacked the problem of a proper 
curriculum for students who wish to practise 
public accounting by endeavoring to learn from 
practitioners exactly what staff assistants are re­
quired to do. An exhaustive questionnaire has 
been devised, listing 466  specific tasks which 
employees of public accounting firms might 
be required to perform. Representative firms 
have been requested to indicate by answering 
these questionnaires what functions are per­
formed by their staff assistants of various 
grades.
The sponsors of the plan hope that analysis 
of the information received in this way will 
permit them to design courses which will pre­
pare students for actual practice more adequate­
ly than has heretofore been the case. Follow­
ing is an excerpt from a letter explaining the 
undertaking:
"In  our plan of making a list of accountants’ duties 
and ignoring all previous curricula, we are following 
the most modern scientific method of organizing a 
curriculum. N o one else has done this for accoun­
tancy but it has been done for many other vocations, 
notably for secretaries and teachers by Charters. 
After we have gathered together what in the opinion 
of leading accountants in New York City is a com­
plete list of duties performed by accountants on the 
job, we will then try to organize a curriculum to 
teach these activities.
"Y ou will note that it is not the plan of this 
investigation to furnish the basis for a new text in 
accountancy but to furnish the basis of a curriculum 
which would not only include a text in accountancy 
but all other texts such as law, economics, psychology, 
English, etc., that might be necessary to train an ac­
countant. The investigation should have some weight 
on the type of text that is to be used and on the 
amount of material from any text or texts that should 
be used to teach an accountant the necessary duties.”
Copies of the questionnaire may be obtained 
without charge from C. L. Littell, 775 New 
Education Buiding, New York University, 
Washington Square East, New York, N. Y.
Independent Audits of Public Utilities
An article in the Public Utilities Fortnightly 
for September, 1932, suggests among other 
things that the stockholders of utilities be per­
mitted to select certified public accountants to 
make independent audit of the companies’ ac­
counts. The article appears under the title "A 
10-point programme of self-imposed regulation 
(suggested by a public-utility security analyst)." 
The text is as follows:
"1 . Eliminate management and other fees now 
imposed upon the operating companies on a 
percentage basis and substitute reimbursement 
for actual expenditures, plus reasonable profit.
"2 . Discontinue the inequitable (if not illegal) 
recent practice of transferring sums from 
'capital stock’ to 'surplus’ account, in order 
to make possible the continued payment of 
preferred dividends. Besides being unsound 
accounting practice, this encroaches on the 
margin of safety on which bondholders rea­
sonably relied when investing; as well, it 
could deprive common stockholders of a por­
tion of the funds which they invested in the 
enterprise.
"3 . Discontinue trying to resist a major economic 
trend by maintaining boom levels of salaries 
and wages, despite the increased purchasing 
power of the dollar and general reductions 
in salary and wage scales everywhere.
"4 . Declare a temporary moratorium in rate regu­
lation. Forget rate base and fair rate of re­
turn for the present. Have the operating 
companies substitute sound business judgment 
through revision of rates calculated to pro­
duce the greatest amount of revenue at the 
lowest possible consumer cost. Encourage the 
maintenance of present and, if possible, foster
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increased business rather than face the cer­
tainty of reduced business through insistence 
on 1929 rate schedules at a time when the 
public’s purchasing power is low.
"5. Take advantage of present low security prices 
by scaling down capitalization and reducing 
book costs which are out of line.
"6 . Eliminate all intermediary companies and 
paper organizations which are not absolutely 
essential to the rendering of utility service.
"7 . Stop encroaching on the credit of the operat­
ing companies through note borrowings, when 
one of the prime reasons for holding-company 
creation was to aid rather than retard the 
financing of operating companies.
"8 . Adjust operating company dividends to con­
form with present increased purchasing power 
of the dollar, i.e., reduction in cost of liv­
ing.
"9 . Allow employees to attend exclusively to 
their public utility duties by relieving them 
from obligations in stock-selling campaigns.
"10. Adopt the English system of allowing the 
stockholders to select the certified public ac­
countants to make independent audit of the 
company’s books.”
Corporate Publicity
Federal supervision of the accounts of all 
widely-owned industries is advocated by W ill­
iam Z. Ripley of Harvard Universty in an 
article in Forum for August, 1932. His article 
deals chiefly with abuses in certain public- 
utility holding companies, but he argues that 
all industries whose securities are widely held 
should be required to publish full information 
about their accounts. National banks, rail­
roads and large telephone and telegraph com­
panies are cited as illustrations of enterprises 
subjected to official scrutiny in which abuses 
noticeable in other fields are absent.
Professor Ripley says that state legislation, 
blue-sky laws and such organizations as the 
New York stock exchange and the Investment 
Bankers’ Association have been unable to cope 
with the situation, and that because public 
utilities in particular "have deliberately elected 
to enlarge the theatre of their financial opera­
tions nationally, the remedy if applied at all 
must be by the federal government.”
Naming many specific companies to illus­
trate his argument Professor Ripley strongly 
criticizes the extraordinary development of the
holding or finance company and the elaborate 
complexity of the financial set-up both of hold­
ing and operating companies. He carefully 
points out that his criticisms are not indis­
criminate nor universally applicable, but are 
directed only to those corporations guilty of the 
practices to which he draws attention.
In the first place he believes that intercor­
porate ownership among large groups of op­
erating companies is frequently unnecessarily 
involved.
He points out that holding-company bonds 
are frequently secured by nothing but stocks 
and bonds of subsidiary operating companies, 
and, therefore, are often no stronger than the 
stocks which underly them. The necessity of 
meeting interest on the holding company's 
bonds makes it vitally important that the op­
erating subsidiaries be required to pay divi­
dends, which in turn may impair the financial 
structure of the operating units, according to 
the writer.
Confusion of public utilities and private en­
terprises is another practice which Professor 
Ripley criticizes, citing instances in which 
utility holding companies have invested in 
highly speculative industrial enterprises.
Undue complexity in financial set-ups is the 
object of a particularly strenuous attack. The 
elaboration of numerous classes of securities of 
interrelated companies requires careful study 
before one may determine exactly what is the 
underlying value of any particular issue.
Manipulation of the portfolio of the parent 
company is another possible abuse which is 
mentioned.
An implied criticism of auditors appears in 
an incidental reference in the article to certain 
cases in which the scope of investigation ap­
peared to be inadequate.
Harvey S. Chase, Boston, has been appointed 
statistician for the National Economy League, 
49 Federal street, to organize and administer 
a statistical department.
Reynold E. Blight addressed a meeting of 
the Torrance club at Torrance, California, on 
August 5, 1932. He spoke on the "Bi-cen­
tennial— George Washington.” "Education 
today” was the title of an address which he 
gave before the Teachers’ Institute at Glendale 
on September 10th.
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Municipal Audits
Specifications for audit of a large city in 
Pennsylvania, recently adopted by the city coun­
cil, contain several features of interest.
The resolution authorizing audit requires 
bids for its execution, but a section of the 
specifications reserves the right to reject any 
or all proposals or to accept any proposal which 
the council deems to the best interest of the 
city. "In obtaining the lowest responsible bid­
der, the experience and qualifications to do the 
work will be a factor as well as the price.” In 
commenting on these specifications the presi­
dent of the Pennsylvania Institute of Certified 
Public Accountants has pointed out an opinion 
of the state department of justice to the effect 
that statutes requiring bids can be construed so 
as not to apply to contracts for services which 
depend for their value on specific knowledge or 
personal skill, such as those of accountants, 
architects, attorneys, etc.
The specifications under consideration re­
strict bids to certified public accountants, but 
expressly provide that bids may be accepted 
from certified public accountants of states other 
than Pennsylvania. A detailed statement of 
qualifications and experience of each bidder 
must accompany his application.
Following are specifications for the perform­
ance of the audit:
"a. An investigation of the manner of the collec­
tion of all city income with verification of the cash 
balances and recommendations as to changes.
"b. A verification and analysis of all disburse­
ments by the city from its general funds including 
the water bureau and all trust funds and from its 
bond funds together with an investigation as to 
whether the said disbursements are in agreement with 
the laws governing third-class cities.
"c. A verification of all bonds and other forms 
of indebtedness including the income and disburse­
ments in the various sinking funds, water-system 
bonds and their sinking funds.
"d. A  complete study of the financial condition 
of the city with recommendations for further oper­
ation including the preparation of balance-sheets for 
the end of each year showing especially all unpaid 
accounts.
"e. A complete survey of all city departments with 
reference to the work done therein and salaries paid 
with comments and recommendations for changes.”
It has been pointed out that some of these 
requirements are subject to a variety of inter­
pretations and that a successful bidder might 
find himself required to do a vast amount of 
work which he had not foreseen when esti­
mating the cost of the engagement in accord­
ance with his own interpretation of the re­
quirements.
Value of Trading Statements 
to Bankers
In an article in the bulletin of the Robert 
Morris Associates for August, Everard D. See­
ly, of the First National Bank of Boston, states 
that credit officers of banks no longer consider  
that the balance-sheet furnishes sufficient in-  
formation upon which to base loans. It is  
essential to have a full detailed profit-and-loss 
statement including supporting or subsidiary 
statements, which are usually included in the 
full audit report which the larger banks re­
quire in addition to the balance-sheet.
The manufacturing statement, or trading 
statement, which in some cases is submitted as 
a supporting schedule, contains information 
which is of vital interest to the banker, Mr. 
Seely says.
If the prospective borrower is a manufac­
turer the following are matters to which he 
says, particular attention should be given: 
amount of sales returns and allowances; com­
parison of purchases with sales and inventories; 
comparison of inventory at the beginning and 
end of the period under review; comparison 
of final inventory with net sales; the basis of 
inventory at the beginning and end of the 
period; the ratio of inventory turnover, and 
the ratio of gross profits to sales.
A careful analysis of the elements of ma­
terial, labor and burden will yield additional 
information of utmost importance to credit 
grantors, Mr. Seely says.
Accountants Prophesy Business 
Improvement
Charles B. Couchman, president of the 
American Institute of Accountants, expressed 
the belief that "there is now a rebirth of con­
fidence discernible in business circles in the 
United States,” in an interview with press 
representatives during his attendance at the an-
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nual convention of the Dominion Association 
of Chartered Accountants at St. John, N. B. 
"If it were not for the presidential election in 
November, I should certainly say definitely that 
better times are dawning,” said Mr. Couch­
man. "Within the last 60 days there has been 
a decided increase of confidence in the stock 
market.” He inferred that the small volume 
of margin buying was a healthy sign.
J. Hugh Jackson, dean of the Stanford 
graduate school of business, said that the 
United States is witnessing "the beginning of a 
definite and sustained improvement in busi­
ness,” in a statement to the Palo Alto Times, 
August 5th. "There is no reason to believe 
that the next era of prosperity will not equal 
or surpass any that has gone before,” Dean 
Jackson said. He referred to the almost un­
canny regularity with which former periods of 
prosperity and depression have followed each 
other. He said that the Reconstruction Finance 
Corporation had checked bank failures, had im­
proved the railroad situation and had stimu­
lated a spirit of confidence; that improved 
credit conditions were indicated by the rise in 
bond prices; that inventories had reached an 
abnormally low level and must be renewed; 
that commodity prices had risen noticeably, 
and that in certain industries employment and 
production were increasing.
English Accountancy Examinations
Following are the results of examinations 
conducted recently by English accountants’ 
societies:
INSTITUTE OF CHARTERED ACCOUNTANTS IN 
ENGLAND AND WALES
%  of
Passed Failed Total passes
107 172 279 38.35
392 337 729 53.77
265 275 540 49.07
OF INCORPORATED ACCOUNTANTS 
AND AUDITORS
%  of
Passed Failed Total passes
173 179 352 49.15
228 256 484 47.10
86 89 175 49.14
"Whenever we rush after an engagement, 
based upon competitive bids, it is reasonably 
certain that some of us may be classed as fools 
while others may be classed as charlatans.” 
This statement is made by W. P. Peter in an 
article in The Texas Accountant for August, 
1932. Following are excerpts from his re­
marks:
"Bids ranging from $500 to $ 2 ,0 0 0 ; $1 ,000 to 
$1 0 ,0 0 0 ; $3 ,000 to $15 ,000 ; or $20,000 to $80,000, 
are all matters of public record within the past 
year. In each instance the public has commented 
upon this wide difference, and is wondering whether 
some of us are not given to short practice. It is 
quite certain that the low bidder will either oper­
ate at a loss or give the client an inferior service. 
In two instances the low bidders have been frank 
enough to admit that the client will receive what 
he pays for, a practice that is not only reprehensible, 
but one that should incur the righteous indignation 
of all reputable accountants. . . .
"None of us ever selects a lawyer or physician on 
the basis of bids, for the simple reason that we 
innately abhor such practice and doubtless would 
not have any faith in the promises that might be 
made to us by such men. W e might possibly go to 
a couple of lawyers and ask them to name a fee, 
but it is quite certain we would choose only those 
in whom we had the utmost confidence. . . .
"W hile it is true that public officials will tell us 
that they must ask for bids or else lay themselves 
open to serious criticism, it is also true that these 
same gentlemen do not ask attorneys to submit 
bids. . . . ”
Bidding for Professional Engagements
William J. Christian, Birmingham, as chair­
man of a fact-finding committee of the Birm­
ingham Chamber of Commerce, has recently 
submitted a report recommending merger of 
the government units of Jefferson county and 
the city of Birmingham, Alabama. The ex­
ecutive committee of the Birmingham chamber 
of commerce will review the committee’s esti­
mates, which indicate that approximately 
$920,000 could be saved annually by adoption 
of its recommendations.
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NEWS OF LOCAL SOCIETIES
Louisiana
At the annual meeting of the Society of 
Louisiana Certified Public Accountants held on 
August 11th the following officers were elected 
for the ensuing year: Thomas A. Williams, 
president; Louis H. Pilie, vice-president; 
George E. Conroy, treasurer; George A. Tread­
well, secretary. Archie M. Smith, R. J. LeGar­
deur and A. A. Wegmann were elected mem­
bers of the executive board.
Archie M. Smith, retiring president, pre­
sented a report on the accomplishments of the 
society during his administration. He stated 
that the executive board had held twenty-three 
meetings. Four open meetings took place dur­
ing the year to which the public was invited. 
A committee to cooperate with the Robert Mor­
ris Associates was appointed; and a committee 
on state legislation was created, through whose 
efforts an amendment of the building-and-loan- 
association bill recently enacted in Louisiana 
was adopted. The amendment provides that 
all building-and-loan associations with $500, 
000 capital or more must have their reports 
sworn to by certified public accountants or pub­
lic accountants. Another committee of the 
society prepared a manual of accounting for 
building-and- loan associations, which was pre­
pared at the request of the state banking de­
partment. This manual may be adopted by the 
state banking department as a standard.
Maryland
The opening meeting of the Maryland As­
sociation of Certified Public Accountants was 
called at 6:30 p.m., September 13th at the 
Emerson hotel. George S. Sloan, vice-president 
of the First National Bank, addressed the 
meeting on "The basis of recovery.” Mr.
Sloan is a member of the Robert Morris Asso­
ciates.
Tennessee
The annual meeting of the Tennessee Society 
of Certified Public Accountants was held at the 
Read house, Chattanooga, August 26th and 
27th. The following officers were elected for 
the ensuing year: Harry M. Jay, president; 
J. A. Grannis, vice-president; Hilary H. Os­
born, secretary; E. R. Thompson, treasurer.
M. O. Carter of Memphis presented a paper 
on "Qualifications of members.” V. K. Bow­
man, assistant cashier of the Federal Reserve 
Bank of Atlanta, delivered an address on 
"What a banker expects to find in an auditor’s 
statement.”
West Virginia
The West Virginia Society of Certified Pub­
lic Accountants held its annual meeting at the 
Morgan hotel, Morgantown, West Virginia, on 
August 18th. The following officers were 
elected for the ensuing year: Edgar R. W ill­
iams, president; J. L. Jennings, first vice-presi­
dent; Louis F. Tanner, second vice-president.
Enoch Howard Vickers, professor of eco­
nomics at the West Virginia University ad­
dressed the meeting on "Accounting, econom­
ics and their relativity.” John R. Turner, 
president of West Virginia University con­
ducted a round-table discussion at luncheon.
The society passed a resolution requesting 
the governor of West Virginia to appoint a 
committee to draft new banking laws. The 
meeting approved the enforcement of the law 
governing the practice of certified public ac­
countants in the state of West Virginia.
The 1933 annual meeting of the society will 
be held at Bluefield on August 17th.
Andrew H. Blass announces the removal of 
his offices to suites la  and lb, Club floor, W ill­
iam Penn hotel, Pittsburgh.
Announcement has been made by J. W. 
Bourne of the opening of an office in the Mills 
building, San Francisco.
Wilfred N. Howard of Los Angeles, an­
nounces the opening of an office as a consult­
ing accountant in the Title Guarantee build­
ing, 411 West Fifth street.
Harry B. Mills announces that henceforth 
he will practise under his own name at 3902 
West Sixth street and at 411 West Fifth street, 
Los Angeles.
Announcement has been made of the re­
moval of the offices of Muehle, Boyd & Mc­
Clain from 1110-1113 Capitol Theatre build­
ing to 516-518 Capitol Theatre building.
L. S. Reeve announces the opening of an 
office at 200 Bush street, San Francisco.
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Bulletin Supplement
October 21, 1932
To Members and Associates of the 
American Institute of Accountants:
At the meeting of council of the American Institute of Accountants at Kansas City, Mis­
souri, October 17, 1932, recommendations of the board of examiners for election of applicants 
were approved. One applicant for admission as member and 1 as associate were given credit 
for having passed the written examinations of the Institute. One applicant for admission as 
member had passed an oral examination. Credit for having passed examinations acceptable to 
the Institute was accorded 4 applicants for admission as members. Two applicants for ad­
mission as members had passed the Institute’s examinations for a C. P. A. certificate in a co­
operating state. The board recommended the advancement of 1 associate to membership.
For Advancement to M embership:
Judson E. Krueger, San Francisco
For Admission as M em bers: For Admission as Associate:
Allan C. George, New York Neil J . Rains, Nashville
Herbert L. Langrall, Baltimore
Hugh A. McCormack, New York
Robert H. McNair, Jr ., Little Rock
Spencer H. Over, Providence
Joseph A. Padon, Tulsa
E. S. Reinberger, Pine Bluff, Ark.
James H. Smith, Tulsa 
Leslie H . Taylor, Seattle
These applicants do not become members (or associate) until declared elected by the presi­
dent. If protest is to be made against the election of any applicant on the list, it should reach 
the offices of the Institute before November 5, 1932.
JOHN L. CAREY, Secretary.
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ANNUAL MEETING, AMERICAN INSTITUTE OF ACCOUNTANTS
ELECTIONS
The sixteenth annual meeting of the Ameri­
can Institute of Accountants was held at the 
Muehlebach hotel, Kansas City, October 17-
20, 1932. The members elected the following 
officers and members of council:
President:
John F. Forbes, California 
Vice-presidents:
Frederick B. Andrews, Illinois 
Walter Mucklow, Florida 
Treasurer:
Allan Davies, New York 
Council for five years:
William B. Campbell, New York 
Stanley G. H. Fitch, Massachusetts
E. G. H. Kessler, Missouri 
John K. Mathieson, Pennsylvania 
James P. McGregor, Illinois 
W. I. Nicholson, Jr., Oklahoma 
Winfield Quin Sharp, Mississippi 
Council for  three years (to fill vacancy) :
Fred W. Morton, Michigan 
Council for  two years (to fill vacancy) :
Charles Carroll Croggon, Maryland 
Auditors:
Francis P. Byerly, Pennsylvania 
Charles H. Towns, New York 
John L. Carey was elected secretary by the 
council at its meeting, October 20th. At that 
meeting the following elections also took place: 
Executive committee (in addition to the presi­
dent and treasurer):
Robert O. Berger, Illinois 
Charles B. Couchman, New York 
James Hall, New York 
Charles F. Rittenhouse, Massachusetts 
Arthur W. Teele, New York 
Board o f examiners (for three years) :
Anson Herrick, California 
Charles E. Mather, New York 
Raymond C. Reik, New York 
Committee on professional ethics:
Frederick B. Andrews, Illinois 
Stanley G. H. Fitch, Massachusetts 
William B. Franke, New York 
James J. Hastings, New Jersey 
William Whitfield, Oregon
Committee on nominations:
W. Sanders Davies, New York 
James J. Hastings, New Jersey
The following members of the committee on 
nominations were elected by the Institute at the 
business session, October 19th:
J. P. Goddard, Utah
H. W. Hennegin, Arkansas 
W. P. Hilton, Virginia 
Alfred P. Ward, Rhode Island 
T. Dwight Williams, Oklahoma
p r o c e e d in g s  
The first general session opened October 
18th with an invocation delivered by the 
Reverend Harry C. Rogers.
The Institute was welcomed to Kansas City 
by Bryce C. Smith, mayor of the city.
The chairman introduced Frank M. Harvey, 
of Calgary, president of the Dominion Asso­
ciation of Chartered Accountants, who replied 
briefly.
The president of the Institute delivered his 
annual address, and reports of the auditors 
and of the council were presented.
A paper by George O. May, New York, 
entitled "Influence of the depression on the 
practice of accountancy,” was read by David
B. Peter. Discussion of the paper was led 
by James Hall and Donald Perry.
At the evening session, commencing at 8 
p.m., Normal Loyall McLaren, of San Fran­
cisco, delivered an address on "Profitable em­
ployment of idle time in accountants’ offices.” 
Discussion of the questions raised in Mr. Mc- 
Laren’s paper, led by J. H. Gilby and Anson 
Herrick, occupied the remainder of the eve­
ning session.
At the first business session of Wednesday, 
October 19th, election of officers took place. 
New Orleans was selected as the place for the 
annual meeting in 1933.
Frederick B. Andrews, Chicago, delivered an 
address on "Compulsory audit of corporations, 
election of auditors by stockholders and statu­
tory certificates.” Lewis Ashman, George E. 
Frazer and Edward E. Gore led the discus­
sion of Mr. Andrews’ paper.
The annual banquet occurred at 7 p.m., 
October 18th. Walter Mucklow acted as
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toastmaster, and E. H. Lindley, Chancellor of 
the University of Kansas, was principal speaker.
At a meeting of accountancy examiners, 
Monday evening, October 17th, Edward Fraser, 
Kansas City, treasurer, Missouri state board of 
accountancy, read a paper entitled "The prob­
lem of the failing candidates.” James M. Mc- 
Conahey led the discussion.
Causes of Failure in Examinations
At a meeting of accountancy examiners held 
in conjunction with the annual meeting of the 
American Institute of Accountants, Kansas 
City, October 17th, Edward Fraser, treasurer 
of the Missouri board of accountancy, read a 
paper entitled "The problem of the failing 
candidates.” The text is as follows:
I have been a member of the board of accountancy 
of Missouri since May 1919 and to me the most dis­
tressing problem confronting us is the enormous and 
increasing percentage of candidates who fail to pass 
at each examination. My findings are limited to the 
results in my own state but from the general per­
centages published, Missouri is no worse than the 
average.
During these thirteen years we have given twenty- 
six Institute examinations to a total of 309 individu­
als of whom 178 have ultimately passed, 58 have 
definitely dropped out (left the state, gone out of 
practice or simply quit trying) and 73 are apparently 
still hopeful. Looking at these totals the results may 
not appear to be so bad at first glance— 60%  passed 
— but counting re-examinations I find these 309 men 
have taken a total of 757 examinations in whole or 
in part so that the 178 passes represent only 2 3½%
of the examinations taken, and also 36%  represents 
men who were conditioned (that is those who failed 
in one paper only) while 4 0½% failed in two or 
more papers. The percentages published by the In­
stitute show much higher failures but the Institute 
classes as "failed” a candidate, previously condition­
ed, who takes one paper only and fails therein while 
I have classed him as "conditioned” again.
Stated in another way the 178 who passed took an 
average of 2.3 exams each, as did those who have 
dropped out, while those still open have already 
taken an average of 3 and should they pass next 
time their average will be 4 showing that the results 
are becoming steadily worse.
Again, of the total of 309 candidates only 62 
passed the first time, or exactly 20%  during the 
whole period. At the end of the 13th exam our 
percentage was 25 but for the last 13 exams it has 
dropped to 15½.
In the examination of last May we had 40 candi­
dates, of whom nine were new. Only one new can­
didate passed in all subjects, four passed who had 
been conditioned last November and one holds the 
Missouri record so far by passing on his ninth at­
tempt— a total of six passed out of forty. Nineteen 
failed entirely in two or more papers and fifteen were 
conditioned, of whom one had tried ten times, an­
other Missouri record.
In attempting to solve my problem I made a detail­
ed analysis of these 26 exams, taking each subject of 
each examination separately, counting the number of 
candidates taking each subject each time and comput­
ing the resulting percentages of passes; then, as the 
numbers used were rather too small for accuracy, I 
divided the 26  exams into four groups of 7, 6, 7 
and 6 which eliminated the violent fluctuations and 
gave the following results:*
* Auditing
Candidates %
New Old Passed
First 7 72 16 60.23
Next 6 74 50 58.87
Next 7 80 70 60.67
Last 6 83 98 39-23
26 309 234 53.04
W hile all papers show a large decrease latterly,
the percentages of failures in Theory & Practice are 
nothing but appalling. The average for the last six 
exams is passes of 19.46%  but this figure is com­
posed of 26.67, 32.35 and 32.43 for the three May 
exams and 5.71, 833 and 8.82 for the three Novem­
ber exams.
Law
Candidates %
Theory & Practice 
Candidates %
New Old Passed New Old Passed
72 29 53.47 72 46 38.14
74 51 64.00 74 88 30.86
80 84 45.73 80 113 33.16
83 109 35.94 83 138 19.46
--- --- ----- --- --- -----
309 273 47.77 309 385 29.11
It may be thought that the increasing percentage 
of failures is caused mainly by the ever increasing 
number of men who have failed and who fail again. 
This is not so; the percentage of failures applies 
almost as much to the new candidates as to the old, 
as is shown by the following further subdivision of 
those who have passed:**
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Auditing Law Theory & Practice
Average New Old Average New Old Average New Old
60.23 60.56 58.82 53.47 47.89 66.67 38.14 36.62 40.43
6 58.87 61.64 54.90 64.00 65.75 61.54 30.86 41.09 22.47
7 60.67 60.00 61.43 45.73 48.75 42.88 33.16 37.50 30.09  
6 39.23 44.58 34.69 35.94 40 .96  32.11 19.46 22.89  17.39
53.04 56.35 48.72 47.77 50.49 44.73 29.11 34.20 25.06
* *
First 7 
Next 
Next 
Last
26
It will be noted that in some instances the old 
men did better than the new.
W hat is the cause of this terrible holocaust? The 
fault does not appear to lie in the examination 
questions themselves, those of last May being almost 
childishly simple to set before any professed ac­
countants. The only complaint here was that 
"c. i. f.” was an unknown term. It is not in the 
grading, which has been most lenient and is seldom 
questioned. Our requirements have not been 
changed since our law was enacted in 1909— three 
years experience, 25 years of age and a four-year 
high-school or equivalent education. This places 
the responsibility on the shoulders of the candidates 
themselves and I can only say that, judging from 
their papers, which is all an examiner has to go by, 
the present-day candidate does not know his subject 
and is unprepared. It would be interesting to know 
the number of candidates who have completed a 
course of accountancy in a recognized school, that 
is to say, how many of them have taken their life 
work seriously and really studied and not been satis­
fied with a few months cramming at the last.
One of the reasons for so many failures is, I 
think, that most of our laws require only three years 
of practical experience and that is all that most of 
the new applicants in Missouri have had. The aver­
age man, particularly in a large office and more par­
ticularly in a large branch of a large office, can not 
learn the business in three years. It may be pointed 
out in contradiction of this assertion that the old 
Illinois law had no experience requirement at all, 
had an age limit of 21 and nevertheless Illinois 
reported a fairly high percentage of passes, from all 
of which it might be argued that practical experi­
ence was a detriment or at least that a college de­
gree was greatly superior, as many of their men took 
the examination right from college. As even in 
Missouri we have a number of college graduates 
among our applicants, and these also fail like the 
rest, I do not consider that this argument has any 
basis in fact. All that it may prove is that the young 
college man is better prepared to pass a written 
examination than when he is older. There is a vast 
difference between the youth of 21 who has just 
completed an intensive course under strict supervision
and the same young man four years later. At 21 
he was accustomed to taking examinations where 
certain specified facts were furnished and time 
limits scarcely bothered him. At 25 he knows more, 
but as he is accustomed to taking the necessary time 
to work out and also to discuss such problems as 
occasionally come up the time limit is a bad mental 
hazard. Also he has had enough practical experi­
ence to realize that things are not always what they 
seem to be on the surface, particularly perhaps in 
an exam, looks for trouble, is sure from its sim­
plicity the problem must be a catch question, can not 
find anything wrong, looks at his watch, finds time 
has sped along unusually fast, gets rattled, wastes 
time and, to use the vernacular, flunks. W hat he 
really lacks more than anything is practice in taking 
examinations, which appears to be almost a separate 
science in itself. All examiners must be aware of 
the lamentable waste of time by many candidates 
who apparently know their theory and may arrive at 
a correct result but use up sheet after sheet of paper 
when a little more experience in examinations or in 
finishing up an audit would have taught them how 
to economize effort and paper by using the columns 
provided. This is one of the reasons why the col­
lege youth, accustomed to examiners and their 
methods, is more successful. As to ability to make 
an audit, no responsible practitioner would send out 
on an engagement a young inexperienced man who 
perhaps had never seen a real set of books outside 
of the class room merely because he had C.P.A. 
after his name, whereas one not a C.P.A. but with 
three years of good experience behind him could 
handle a fair-sized audit with little supervision.
I am not saying that the C.P.A. at 21 following 
upon a college course might not be the better man 
at 25— he no doubt would and certainly should be, 
having had a thorough training in the theory which 
the practical man has had to study alone or pick 
up as he went along. I am merely saying that the 
university graduate who has to wait for three to five 
years before taking the examination will have a 
much harder time passing than if he had taken it 
right after college.
This however raises an important question. 
Granted that the university-trained man will at 25
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be a better qualified accountant than one not so 
trained, should we all follow New York and make 
a degree from a recognized school of accountancy a 
prerequisite to taking our examination? I think 
not, at least not at the present time and not for 
some time to come. W e are still very young as a 
profession; few people know what we really are or 
what we do; many men join our staffs and are 
found to be well qualified for the work who have 
been trained in other lines of business and are well 
beyond their twenties or even thirties. Even now 
complaints are many in regard to the high-school 
qualification and I hesitate to think what wou ld 
happen if we attempted to change the law of Mis­
souri to require a degree of any sort. The fact that 
Abraham Lincoln was not a university graduate 
would be paraded by every spellbinder and we would 
be in danger of having our entire law repealed, as 
has already been attempted by rejected applicants. 
There are still many colleges and communities with­
out proper courses in accountancy.
So far as I am aware, New York is the only state 
with this requirement (effective 1938) and before 
that day comes that section may be repealed; in fact 
a bill to repeal it was passed by both houses at the 
last meeting of the legislature but was vetoed by 
the governor. Unless their charters have been 
amended in the past few years, the British societies 
do not require it. My own society, Edinburgh, the 
oldest of them all, requires the passing of the uni­
versity entrance or certain other specified examina­
tions before the five-year apprenticeship can be en­
tered into, but this examination does not include 
accounting and merely takes the place of the pre­
liminary examination formerly given by the society 
itself on general knowledge. It is true that the 
apprentice, during his apprenticeship, must attend 
certain classes at the university, but in my day these 
classes were given in the morning when the appren­
tice was excused from his office. In this country 
where the accountant's work is not so localized as 
there, regular attendance at daily classes would be 
impossible, particularly during office hours.
This leads, however, to another question—do our 
applicants have sufficient preliminary education and 
should our examinations include further subjects? 
A number of states appear to have no educational 
qualifications at all but the great majority require a 
four-year high-school course or its equivalent. Sure­
ly this should be the very minimum, as from what 
I know personally of grade schools a graduate 
thereof can hardly be classed as well educated. In 
fact we crabbed oldtimers think that the modern 
high-school youth is lamentably lacking in what we 
consider as the elements of an education. To in­
clude in our examinations extraneous subjects would 
in the case of most states require a change in the 
law, but there are several subjects which could be 
considered as coming within the scope of practical 
accounting without stretching the imagination too 
far. It must be obvious to all examiners that to 
many of our candidates a knowledge of elementary 
algebra is a vast Sahara Desert. Surely this should 
be a prerequisite for all accountants, say as far as 
quadratic equations and the nature and use of loga­
rithms. I have always been strongly in favor of 
what is called elementary actuarial science, but is 
really only the application of progressions which we 
learned in elementary algebra, as every accountant 
should be able to calculate the repayment of loans, 
sinking-fund payments and annuities generally. An 
extension of the subject to include elementary life 
insurance may be too much to expect at the present 
time, although a slight knowledge of that subject is 
both interesting and useful if only for the purpose 
of fending off argumentative insurance salesmen. 
Economics is another subject which could qualify 
under the head of theory and practice. It is an 
extremely interesting study and although we may 
laugh at the differences between the well known 
economists themselves, their difficulties and wrong 
guesses, as shown by subsequent events, still there 
are fundamentals which must ever remain unchanged 
as the laws of the Medes and Persians and the mul­
tiplication table. Particularly at a time such as this 
a sound knowledge of economics is obviously 
valuable, discussing glibly as we do the vast sums 
involved in national and international trade, national 
and international debts, tariffs, the gold standard, 
bi-metalism, taxation and its effects, banking and 
credits and so on. It is surprising to find how few 
bankers even are acquainted with the laws under 
which currency in its various forms is issued. Other 
subjects may be proposed but I am personally partial 
to those mentioned, perhaps because over thirty 
years ago I was able to satisfy a certain group of 
examiners along these lines.
Now if we add any subjects we will have to ex­
tend the examination period, as it would not be fair 
to the candidates to reduce the number of questions, 
which even now are too few. The present after­
noon papers are a tremendous strain on many of the 
candidates, few of whom get entirely through before 
time is called and fewer still have any proper time 
for revision. It may be easy for us examiners to 
answer the papers to our individual satisfaction in 
three hours or so, but we are not candidates nor 
may we consider it necessary to amplify by adding 
the complete explanations of journal entries or other 
matters which we expect of them. I would prefer
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to see perhaps one or two fewer questions in the 
afternoon papers, far less purely mechanical work 
and more discussion required of the various points 
raised by the questions. It is not necessary to have 
a trial balance of forty items where there may be 
only ten of any interest in the solution. Amounts 
used should be in even sums, in thousands for ex­
ample. In other words we are qualifying men as 
Certified Public Accountants, not as book-keepers or 
juniors. A few years ago I aroused considerable 
comment here by stating at a meeting of our local 
chapter that in reference to a question in a recent 
examination I would give higher marks to a man 
who wrote an intelligent discussion of the many 
points raised by the question but did not give the 
balance sheet asked for than to a man who gave a 
balance-sheet with little discussion. If then some 
questions were omitted from the afternoon papers 
a third afternoon, or whole day if necessary, could 
easily be filled with these questions and with others 
from the additional subjects suggested above.
Another recommendation has been made to ease 
the strain— have law and auditing the first day and 
give an afternoon each on succeeding days to the 
two practical papers, the mornings being free. Some 
state laws may provide for a two-day exam but if 
the extension to three days is to benefit the candi­
date there could be no objection to the change.
Whatever we may do to lessen the strain and to 
make smooth the path of the candidate, there will 
always be those whose nervous systems prevent their 
success. W e all know of excellent men who simply 
can not pass the exam. I do not know what we can 
do but express our sympathy. This does not mean 
that the highly nervous man does not make a good 
accountant or that he should be disqualified if there 
is any way out, but as exams are required by law 
and as no other way of testing a man’s ability has 
yet been invented we have to hold them. The side 
door of the oral exam never has appealed to me. 
Personally I have never given nor taken one and 
perhaps for that reason fail to see how an oral exam 
can be made sufficiently inclusive in subjects such 
as are in our practical papers. Perhaps in the case 
of an elderly man whom the Institute or a state 
wishes to honor an exception may be made, but I 
do not approve of giving such an examination to a 
younger man and am absolutely opposed to open­
ing the door in this manner to anyone who has 
failed in the written exam. To do so is to lower the 
value of the certificate and certainly creates dissatis­
faction among those who have arduously passed the 
examination or are trying their best to do so.
I have wandered considerably from my first ques­
tion as to why men fail and why they are failing
more frequently and in fact have suggested more 
subjects in which they could be failed given the 
opportunity. As previously stated, I do not think 
it is because the examinations are too hard or be­
cause of the time limit coupled with nerves. Judg­
ing from our Missouri papers it is simply because 
the men are not prepared by practical experience. 
Dealing only with my personal and general impres­
sions, and without ascertaining definite facts from  
the files of the secretary of the state board, I feel 
that the better, or at least more successful, candidates 
are those from the smaller offices where the majority 
of engagements are completed by one or two men 
with a considerable amount of personal supervision 
by the principals. There the men see the whole pic­
ture from beginning to end, the work is usually of 
a less routine nature, the records are not so complete 
or accurate, giving the auditors more to think about 
and discuss among themselves and more adjustments 
to make. Also the engagements are shorter, giving 
the accountants more variety and more experience. 
In the larger offices, particularly in those with many 
branch-house audits, the assistants on a large engage­
ment see nothing but their own particular detail and 
may work as juniors or semi-seniors for several years 
before being entrusted with work of any consequence, 
seeing the completion of a report, a consolidated 
statement or a single adjusting entry. They are 
carefully excluded from any conference of their 
superiors where problems arising out of the audit 
are discussed behind closed doors or even in an­
other city.
I realize I have said nothing new and have mere­
ly blamed the candidate himself for his failure. 
W hat I have not been able to answer to my own 
satisfaction is why the results latterly have been 
growing so much worse. Is it entirely the fault of 
the candidate? Are our schools and colleges main­
taining as high standards as formerly or is it that 
there is now a large proportion of less reputable 
schools entering the field and enticing the students 
with fatuous promises so that a less qualified class 
of students is taking the examination? Are we 
employers partly to blame? Has there not been a 
recent tendency on the part of employers to insist 
on a C.P.A . certificate within a reasonable, or in 
fact, within even a definite time? Or in the past 
two or three years of depression have the employees 
felt that they could expect to hold their positions 
only if they obtained their certificates and so took 
a chance on the examination before they were ready? 
Or on account of the uncertainty of holding a 
permanent position with a firm of accountants, are 
the better men taking more advantage of other jobs 
offered and leaving? I am inclined to think these
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are all contributing factors. Are we employers 
treating our juniors as so much profitable machinery, 
getting what we can out of them and giving less of 
ourselves in return? W hat are we doing to help 
them advance in our chosen profession which is also 
theirs? The indenture of apprenticeship entered 
into on my behalf as a minor thirty-seven years ago 
provided I should be diligent but it also provided 
that my employer should teach me all he knew— in 
so far as I was capable of understanding. The ap­
prenticeship idea has its good points. W e might 
think that one over.
Board Chairman Addresses Bar 
Examiners
Elmer L. Hatter, chairman of the board of 
examiners of the American Institute of Ac­
countants, addressed the National Conference 
of Bar Examiners, Washington, D. C., October 
11th. The subject of his remarks was the uni­
form examination provided by the American 
Institute of Accountants for state accountancy 
boards which desire to cooperate with the In­
stitute.
The National Conference of Bar Examiners 
has recently been giving attention to the possi­
bility of standard examinations for state can­
didates for the bar. Magazine articles in the 
official organ of the conference, The Bar Ex­
aminer, have set forth arguments for and 
against the proposal, and the discussion aroused 
so much interest that Mr. Hatter was invited 
to explain the Institute’s plan at the Wash­
ington meeting.
He opened his address with a brief history 
of the Institute and told how the uniform ex­
amination plan was devised. He then ex­
plained in detail the procedure which is fol­
lowed and the advantages which have been de­
rived from the plan of cooperation, in which 
37 states and territories now participate. As 
the main advantages of the plan he stressed 
the elevation of examination standards, the in­
creased value of the C. P. A. certificate ob­
tained by an examination accepted throughout 
the country, and the facility with which one 
state may endorse the certificate of another if 
it has been issued as a result of a standard 
examination.
New Zealand Society of Accountants
The year-book of the New Zealand Society 
of Accountants shows a total membership of
1,843 at November 30, 1931.
George Wilkinson
George Wilkinson, Philadelphia, a charter 
member of the American Institute of Accoun­
tants, died on October 10th. He was one of the 
pioneer accountants of America and had 
been active in state and national professional 
accountants’ societies for many years. He was 
a certified public accountant of Illinois, New 
York, Pennsylvania, New Jersey and Colora­
do, and was a member of the Pennsylvania 
Institute of Certified Public Accountants.
He organized and was largely responsible for 
the success of the first international congress on 
accounting held at St. Louis in 1904, and for 
several years was secretary of the Federation 
of Societies of Public Accountants in the 
United States of America. He was a prime 
mover in bringing about the amalgamation of 
two national societies in 1905 when the Ameri­
can Association of Public Accountants absorbed 
the Federation of Societies of Public Accoun­
tants of the United States of America. He was 
the author of many articles on accountancy and 
was well known as a speaker on professional 
subjects.
For many years prior to his death he had 
practised as a partner of George Wilkinson & 
Co., Philadelphia.
John Edward Bates
John Edward Bates, a charter member of the 
American Institute of Accountants, died Sep­
tember 14th of an acute heart attack. Mr. 
Bates had practised public accounting in Wash­
ington, D. C., for forty years, the last six years 
of which were spent in partnership with Good­
win P. Graham under the firm name of Bates 
& Graham. Mr. Bates was a certified public 
accountant of Virginia and the District of 
Columbia.
Mr. Bates is said to have been the first pub­
lic accountant to practise in Washington, D. C. 
He was also a founder and a charter member 
of the District of Columbia Institute of Certi­
fied Public Accountants, and was a member of 
the Virginia Society of Public Accountants.
Horace Scudder Bassett
Horace Scudder Bassett died at his home in 
Newton Centre, Massachusetts, on August 
30th, at the age of 86. Mr. Bassett had main­
tained an office under his own name in Boston 
for a number of years. He was a charter mem­
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ber of the American Institute of Accountants 
and a certified public accountant of Massa­
chusetts.
A. D. MacLeod
Alister D. Macleod, member of the Ameri­
can Institute of Accountants, died on September 
22nd after a prolonged illness. Mr. Macleod 
was founder of the firm of A. D. Macleod & 
Co., Los Angeles. He was a certified public 
accountant of California, and was admitted to 
the Institute in 1931.
Election of Auditors 
by Stockholders
Independent audit of corporations and elec­
tion of auditors by stockholders was recom­
mended in an article in the Chicago Daily 
News for September 19, 1932.
The author says that the point of weakness 
in corporate management is the inability of 
stockholders to obtain accurate information as 
to what is being done with their money and 
their property. He continues, in part:
‘'In theory the board of directors represents the 
stockholders and retains an auditor at convenient in­
tervals to check up on the activities of the manage­
ment. In actual practice, the nine corporations out 
of ten, the real executive of the business is the 
chairman of the board, who draws a salary and 
would no more think of criticising his own actions, 
or employing an auditor to criticize them, than of 
cutting off his own hand.
"This observation should not be interpreted as a 
blast at the American accountant. There is no finer 
or more conscientious group in business than the 
average high-grade firm of certified public account­
ants. They force matters into the open in the very 
teeth of the management in more instances than the 
public ever is aware. But what they have done, as a 
stabilizing business factor, is not a fraction of what 
they could do if their employers were the people 
whose real interest were at stake.
"If any one thinks that American business can be 
cured of its tendency to suppress unpalatable infor­
mation by trying to develop auditors into a race of 
supermen, they have another guess coming. It is not 
humanly possible. The auditor will see that every 
figure is honestly checked and is reflected somewhere 
in the report, but he can not be expected to put head­
lines on the fact that the man who employs him has 
blundered.
"W hat the management wants to conceal, it 
handles through a subsidiary company— and then 
does not direct an audit of the books of the subsi­
diary. Some reports, comprehensive as they are, do 
not trace all transactions in their ultimate ramifica­
tions down through subsidiary and affiliated groups. 
W e think we know why.
It may be desirable as a general practice to have 
stockholders form a committee directly at the annual 
meeting for the purpose of employing the auditor. 
Whatever be the solution, the problem is evident.
"There is only one way to make an audit, and that 
is to have the auditor retained and directed by the 
people whose money is concerned. The sooner 
American business learns that, the better for stock­
holders and— in some instances— the better for the 
future peace of the management.”
Accounting Procedure for Trade 
Acceptances
As part of its campaign to stimulate wider 
use of the trade acceptance as an instrument of 
credit, the American Acceptance Council, New 
York, has published a pamphlet outlining book­
keeping and accounting procedure for those 
who make use of trade acceptances instead of 
carrying open book accounts. The pamphlet 
contains pro-forma journal entries to record the 
receipt and acceptance of trade acceptances 
drawn by the vendor; the payment of trade ac­
ceptances; the receipt of trade acceptances ac­
cepted by the vendee; the discounting of trade 
acceptances and the payment of discounted 
trade acceptances.
The pamphlet also contains a brief discus­
sion of the effect on financial statements of the 
general use of trade acceptances, and compara­
tive pro-forma balance-sheets are presented to 
illustrate the procedure. The appendix de­
scribes suitable subsidiary records for concerns 
in which monthly transactions involving trade 
acceptances are likely to be voluminous. Forms 
for registers of trade acceptances payable and 
trade acceptances receivable are described, as 
well as the proper method of posting items to 
the regular accounts.
The council has also published a pamphlet 
entitled Elements o f trade-acceptance practice 
in which the purposes and advantages of the 
trade acceptance are described at length. A 
facsmile of a form of acceptance recommended 
by the council is printed in the pamphlet and 
an appendix contains official regulations, rul­
ings and opinions on trade-acceptance practice.
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Suggested forms for internal financial reports 
of colleges and universities is the title of the 
fifth bulletin of a series published by the 
National Committee on Standard Reports for 
Institutions of Higher Education.
The committee was organized in 1930, at 
the suggestion of the United States office of 
education, for the purpose of formulating prin­
ciples governing financial reports of universities 
and colleges and facilitating general acceptance 
of those principles. The committee is com­
posed of financial officers of universities and 
colleges, representing various associations of 
college business officers. Many of the mem­
bers are certified public accountants, Lloyd 
Morey, of the University of Illinois, is chair­
man of the committee. William B. Franke, 
member of council of the American Institute 
of Accountants, has acted as technical advisor 
to the committee.
The latest bulletin, which consists of 45 
pages and an index, deals entirely with in­
ternal financial reports of educational institu­
tions. Ten pages are devoted to descriptive 
discussion and most of the remaining space 
contains illustrative forms, such as a budget 
summary, monthly balance-sheet and support­
ing schedules of cash, unappropriated income, 
unrealized income, appropriations and ad­
ministrative and general expenses. Depart­
ment schedules for a typical institution are also 
included.
Other publications of the committee, the first 
of which appeared in 1930, bear the following 
titles:
1. A Study of Financial Reports of Universities 
and Colleges in the United States.
2. Suggested Forms for Financial Reports of 
Colleges and Universities.
3. A Study of Methods Used in Unit Cost 
Studies in Higher Education.
4. Recommended Classification of Expendi­
tures by Object.
Audit of Iowa Institutions
Announcement has been made of a combined 
report of audit of fifteen state institutions un­
der the state board of control of Iowa and of 
five institutions operated under the board of 
education. Each of the institutions was 
audited by one of several public accounting 
firms designated by the executive council of
University Accounts Iowa. Separate audit reports were filed in each 
instance. A committee of four accountants had 
general supervision of the audits of all units.
I. B. McGladrey, member of council of the 
American Institute of Accountants, was a mem­
ber of this committee.
The report, which attracted considerable at­
tention in the public press, points out several 
dangerous flaws in the accounting systems of 
state institutions and makes a number of recom­
mendations which should result in safety and 
economy.
Columbia Inaugurates Evening 
Course in Accounting
A six-year course in accounting, with eve­
ning classes, which will enable students to ob­
tain a bachelor degree, has been started this fall 
by university extension of Columbia University, 
New York. The course is designed to meet 
the need created by the New York state ac­
countancy law, which requires that after Janu­
ary 1, 1938, every candidate for examination 
for a certificate as a certified public accountant 
shall present evidence that he has satisfactorily 
completed the course of study in a college or 
school of accountancy registered by the depart­
ment as maintaining a satisfactory standard.
Stock Exchange Advocates 
Independent Audit
The New York stock exchange in recent 
years has insisted more and more upon the 
necessity for independent auditors, according to 
a public statement by Richard T. Whitney, 
president of the exchange, in an address before 
the Industrial club and the chamber of com­
merce of St. Louis, September 27th.
In describing the listing requirements of the 
exchange, Mr. Whitney said:
"The financial statements of any company seeking 
to list its securities are examined in detail, and in 
most instances the committee requires that they be 
accompanied by the certificate of independent audi­
tors. This is not enforced in every case because there 
are many companies whose financial statements are 
either supervised by public authorities or whose busi­
ness is so widespread that independent audits are 
impracticable.
"W hile other exceptions are made in regard to 
audited reports, they are not numerous and the ex­
change in recent years has been insisting more and 
more upon the necessity of independent auditors. All 
this detailed information in regard to the company
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is printed in the listing application which is widely 
distributed and available to the public. The stock 
exchange can not guarantee the value of the securi­
ties which it lists, but it does undertake to see that 
each applicant company furnishes sufficient informa­
tion so that all who are interested can inform them­
selves as to the past and present history of the 
business.”
Uniform Accounts in Government 
Units
A bill has been introduced in the Alabama 
legislature in special session to provide for the 
establishment of a uniform system of account­
ing in all county offices where officers are 
charged with the duty of receiving, disbursing 
and accounting for funds. The bill is desig­
nated as senate No. 201 x.
Bids not Required for Professional 
Services to School District
In the case of Henry Krohnberg, et al. vs. 
George Pass, Jr., et al., the supreme court of 
Minnesota held that statutes requiring that 
school-district contracts for labor be let to the 
lowest bidder, after advertising for competitive 
bids, have no application to personal services 
such as those of architects, who have to sub­
mit preliminary sketches and specifications for 
school buildings, and superintend construction. 
The court applied the rule also to engineers 
engaged in the same project.
Federal Investigation of Utilities
It has been announced through the United 
States Daily that the federal trade commission 
is nearing completion of its inquiry into public- 
utility holding companies, begun four and a 
half years ago under senate resolution 83. The 
report is expected during the present fiscal year, 
and it may include recommendations for legis­
lation concerning operation of holding com­
panies.
Since the initial hearing the commission has 
taken testimony filling approximately 45 vol­
umes, 37 of which have been printed. Since 
the early part of 1930 the hearings have been 
confined principally to the financial and man­
agement aspects of utilities and their holding 
companies. Practically every important public- 
utility holding company whose operations ex­
tend into two or more states will have been 
considered by commission examiners when the 
investigation is complete.
Among the major subjects covered in the ex­
amination have been (1) the growth of capital 
assets and liabilities, (2) the issues of securities 
and the proceeds and expenses of such issues,
(3) the extent of interest of the holding com­
pany in subsidiary public utilities and other 
companies, and their relations with each other,
(4) the service furnished to such public-utility 
corporations by such holding companies and 
their affiliated companies, the fees, commis­
sions, bonuses, etc., made therefor, (5) the 
earnings and expenses of such companies, (6 )  
interstate operations of large companies or 
groups, (7 ) the advantages and disadvantages 
of holding companies, and other matters 
specified in the resolution directing the in­
quiry.
Accountants and engineers of the commis­
sion are now engaged in field work and in 
preparation of reports for the coming hearings. 
Approximately 40 companies are in the process 
of examination.
Accountants Protest Against Bids 
for City Audit
Asserting that competitive bids involve a 
certain degree of professional dishonesty, the 
Oklahoma City chapter of the Oklahoma So­
ciety of Certified Public Accountants filed pro­
test with the city council against the practice 
of seeking competitive bids for audit of the 
city’s accounts. After reference to a meeting 
of the chapter at which the specifications for 
the city audit were discussed, the letter of pro­
test continues in part:
"After lengthy consideration it was clearly the  
sense of the meeting that inasmuch as the city, 
through its various departments, receives and dis­
burses several millions of dollars each year, and in­
asmuch as careful and expert audit of such receipts 
and disbursements is the minimum of protection to 
which taxpayers are entitled; and further, that since 
the contemplated audit engagement is a matter with 
which accountants generally are well informed, it be­
comes a public duty for the organized certified pub­
lic accountants of this city to make available to the 
Honorable City Council any information in their 
possession which may have a tendency to improve 
the audit of this city’s financial transactions. It is 
believed in this connection that the Honorable City 
Council will welcome suggestions which may be put 
to use to the ultimate advantage of the city.
"It is generally understood among the members of 
the accounting profession that participation in com­
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petitive bidding involves a certain degree of profes­
sional dishonesty. It is supposed that in contracting 
for an audit some degree of professional skill is de­
sired other than the mechanical routine of verifying 
the methematical accuracy of figures that may ap­
pear on the records. The time involved in work of 
such character can not be anticipated in advance of 
the examination. A ll professional organizations, 
both here and abroad, have condemned the practice 
of bidding and the leading members of the profession 
have declined to engage in it.
"It is understood that the city charter provides 
that all contracts involving an expenditure in excess 
of $300 shall be let pursuant to bid. It is to be 
doubted, however, whether application of this prin­
ciple should be made to an audit of financial tran­
sactions. Among the legal authorities on this ques­
tion is the case of Hunter v. Whitaker, (202 SW  
1096), decided by the court of civil appeals of the 
state of Texas. Judge W . S. Bly, in writing the 
decision in this case, said, 'To hold that the act 
would require that the service of a man belonging 
to a profession such as that of law, of medicine, of 
teaching, civil engineering or architecture, should be 
obtained by a county only through competitive bid­
ding would give a ridiculous meaning to the act and 
require an absurdity.’
"The 'specifications’ received by members of this 
society have been carefully considered. Transactions 
involving several millions of dollars, distributed in 
thousands of separate items, must be reviewed. 'All 
charges and collections by the treasurer’s office, 
clerk’s office, engineering department, police depart­
ment, health department, water department, garbage 
department, auditor’s office, park department, chem­
ist’s office, library and other departments in general’ 
are to be verified and traced from their original 
sources to their final disposal. A ll expenditures 
must be examined to ascertain that claim vouchers 
have been properly executed, etc,, etc. The mem­
bers of this organization are entirely conversant with 
engagements of this character and are firmly of the 
opinion that an examination in any way adequate to 
the purposes of the city could not be made, even at 
cost, within the amount of the original appropria­
tion of $6,000, of which only $1,500 is to be avail­
able for the work. The City Council should examine 
closely the financial responsibility of an accountant 
who is willing to contract to perform the work out­
lined for an amount under $6,000. If the work is 
performed for any such figure the scope of the en­
gagement should be carefully applied to prove that 
the work outlined in the 'specifications’ has actually 
been performed.
"It is believed that the collection and expenditure
of millions of dollars of taxpayers’ money should 
regularly be followed by a comprehensive audit of 
such transactions by an independent certified public 
accountant. Failure to arrange for such an examina­
tion places public funds in jeopardy to an extent not 
warranted by the comparatively nominal cost involv­
ed.”
It has been reported that the majority of Oklahoma 
City accountants refused to submit bids in response 
to the council's invitation.
Municipal Audit
The Oregon State Society of Certified Pub­
lic Accountants has made four specific recom­
mendations to the city council of Portland re­
garding the general annual city audit. The 
council has referred them to the finance com­
missioner. They are as follows:
1. That the city council engage an accountant 
or firm of accountants for the annual audit 
at regular per diem rates to carry out the 
"audit” as required by the city charter.
2. That future contracts specifically provide for 
the performance by the auditor of the duties 
required in the completion of an "audit” or 
"general audit” as the term implies and as set 
forth in the communication.
3. That the said accountant or firm of account­
ants submit as part of their report a complete 
statement of the scope of the audit work per­
formed.
4. That no accountant or firm of accountants 
be employed for a period exceeding three 
consecutive years.
The society states that an audit of the city’s 
accounts include a statement of assets and 
liabilities, the income and expenditures for the 
year, and among others, the following sched­
ules : statement of bonds outstanding, state­
ment of sinking funds, and whether they are in 
accord with the provisions of the authority cre­
ating them; statement of taxes due and uncol­
lected; comparative statement of budget and 
expenditures made in accordance therewith; 
statement of bonded lien dockets and de­
linquencies.
Round Table Discussion 
on Professional Ethics
A complete discussion of the whole subject 
of professional ethics o f public accountants 
took place at a meeting of the Society of Certi­
fied Public Accountants of the State of New 
Jersey, the Downtown club, Newark, October
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11th. The conference took the form of a 
round-table discussion with eight members of 
the society introducing specific subjects. Sub­
divisions of the general topic were as follows:
1. W hat is the code of ethics of the Society 
of Certified Public Accountants of the State 
of New Jersey?— Andrew B. Fielding.
2. Does advertising pay, and if so, what type 
of advertising?— Sidney W . Peloubet.
3. W hat are the disadvantages of soliciting the 
accounts of another practising public account­
ant?— Louis M. Sternrich.
4. W hy should accountants not divide their fees 
with members of another profession or the 
laity?— Andrew C. Frommelt.
5. To whom may the public accountant dis­
close information obtained in the conduct of 
an audit?— Samuel Klein.
6. Has the accountant a responsibility and duty 
which he owes to the Society of Certified 
Public Accountants of the State of New Jer­
sey?— Percy A. Block.
7. Has a member of the Society of Certified Pub­
lic Accountants of the State of New Jersey 
a responsibility to the general public, and if 
so, what is that responsibility?— Louis E. 
Schotz.
8. W hat is meant by a full disclosure, failure 
to put interested parties on notice, and con­
cealment of a fact?— C. Perry King.
Each of these short addresses was followed 
by extemporaneous debate from the floor. Will
A. Clader, vice-president of the American In­
stitute of Accountants, and chairman of its 
committee on professional ethics, participated 
in the discussion.
NEWS OF LOCAL SOCIETIES
Alabama
The annual meeting of the Alabama Society 
of Certified Public Accountants was held at the 
university of Alabama, Tuscaloosa, September 
23rd and 24th. The newly elected officers are: 
Leslie J. Richard, president; J. J. Scarborough, 
Jr., secretary-treasurer; James O. Screven, chair­
man of council.
Addresses were delivered by the following: 
J. B. Haslam, credit manager, Birmingham 
Trust and Savings Company, "The relationship 
of the certified public accountants and the bank 
loan officer” ; C. E. Armstrong, comptroller, 
city of Birmingham, "Government costs” ; Lee 
Bidgood, dean, school of commerce and busi­
ness administration of the university of Ala­
bama, "The place of the certified public ac­
countant in the present economic situation.” 
Langston Hawley, of the university, pre­
sented a report covering his survey of account­
ing and control methods as used in the county 
governments of the state of Alabama.
Montgomery, Alabama, was selected as the 
place for the next annual meeting of the 
society.
California
LOS ANGELES 
The first fall meeting of the Los Angeles 
chapter of the California State Society of Certi­
fied Public Accountants was held at the Elks 
club, Los Angeles, on the evening of Septem­
ber 19th.
Consideration was given to a suggested pro­
gram of activity by members of the chapter. 
It was decided to appoint a committee to co­
öperate with groups of business men and state 
and municipal bodies, in order that those or­
ganizations might become familiar with the 
type of service available through members of 
the society.
It was also the sense of the meeting that a 
committee on service development be ap­
pointed, whose purpose would be the consider­
ation of any service rendered by practising pub­
lic accountants with a view to determining the 
elements involved in the service; the report or 
certificate rendered to the client; prospective 
clients for the service; ethical means of secur­
ing new clients for the service, and suitable 
bases of fees.
Colorado
The Colorado Society of Certified Public Ac­
countants held its annual meeting on September 
22nd at the Denver athletic club.
The following officers and directors were 
elected: Allen Redeker, president; W. H. 
Goldberg, vice-president; W. S. Dent, secre­
tary-treasurer; F. C. Hendee, assistant secretary- 
treasurer; Robert B. Easton, F. M. Holmes, W. 
M. Trant and D. McE. Watson, directors.
Georgia
The officers of the newly formed Macon 
chapter of the Georgia Society of Certified Pub-
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lic Accountants are as follows: J. M. McFer­
rin, chairman; Brooks Geoghegan, vice-chair­
man; Turman W. Clifton, secretary-treasurer.
Illinois
At the annual meeting of the Illinois So­
ciety of Certified Public Accountants held on 
September 13th the following officers and di­
rectors were elected: Robert E. Payne, presi­
dent; John P. Dawson, vice-president; Homer 
L. Miller, secretary-treasurer; Charles W. 
Jones, E. B. McGuinn, Hiram T. Scoville and 
George D. Wolf, directors.
Iowa
The Association of Iowa Accountants held 
its annual meeting on October 8th at the Kirk­
wood hotel, Des Moines.
Matters of general interest to accountants 
were discussed, and a program of activity for 
the ensuing year was considered.
The following directors were elected: J. E. 
Bemis and Roy Paulsen for one year; B. J. 
Meltzer and Carl B. Myers for two years.
W. P. Bair, attorney, delivered the princpal 
address.
Massachusetts
The season’s first meeting of the Massa­
chusetts Society of Certified Public Accountants 
was held at the Parker house, Boston, on Sep­
tember 26th. Donald P. Perry, president of 
the society, presided.
Senator Samuel H. Wragg, chairman of a 
committee appointed by the legislature to in­
vestigate the subject of state and municipal 
expenditures, and Alexander Whiteside, vice- 
president of the Massachusetts Taxpayers As­
sociation, spoke on the subject of "Municipal 
finances.” Senator Wragg explained the prob­
lem from the governmental viewpoint while 
Mr. Whiteside spoke for the taxpayers.
The next meeting of the society will be held 
on October 31st. Professor Philip Cabot, of 
the Harvard Graduate School of Business Ad­
ministration, is expected to deliver an address 
at that meeting.
Minnesota
The Minnesota Society of Certified Public 
Accountants held its annual meeting in St. Paul 
on September 27th. The following officers and 
trustee were elected: Lyle W. Hines, president;
William R. Thompson, first vice-president; 
Emil M. Nelson, second vice-president; Albert
E. Larsen, secretary-treasurer; Gaylord S. 
Davidson, trustee.
Ohio
At the annual meeting of the Ohio Society 
of Certified Public Accountants held October 
6th to 8th at the Manakiki Country club, Cleve­
land, the following officers were elected:
President, Berl G. Graham; vice-president, 
Robert E. Warren; treasurer, H. W. Cuth­
bertson ; directors, Douglas S. Meaden, Her­
mann C. Miller, John D. Cherrington, Gordon
S. Battelle.
Addresses were delivered as follows: "Why 
accountants should be concerned with com­
mercial arbitration,” by Paul Bickel, chairman, 
arbitration committee of the Cleveland cham­
ber of commerce; "Our first year’s experience 
with Ohio’s new tax law,” by A. J. Kraus, com­
missioner, member of the tax commission of 
Ohio; "The evolution of the depression,” by 
Bradford B. Smith, research and economics de­
partment, the Cleveland Trust Company; 
"Standardized prescribed publicity of corpora­
tion accounts,” by William Z. Ripley, profes­
sor of political economy, Harvard University; 
"The revenue act of 1932” by James Dunn, 
Jr., vice-president, the Union Trust Company, 
and an informal address on the same subject 
by John R. Kirk, United States internal- 
revenue agent in charge, Cleveland.
On October 7th a joint meeting of the Robert 
Morris Associates and the Ohio society was 
held, at which there was discussion of topics of 
current interest. In the afternoon a golf 
tournament took place.
C in c in n a t i
The annual meeting of the Cincinnati chap­
ter of the Ohio Society of Certified Public Ac­
countants was held on September 8th at the 
Homestead golf club. The following officers 
were elected for the ensuing year: Earl F. 
Eversman, president; William H. Stanley, vice- 
president; F. G. Fielman, secretary-treasurer.
Pennsylvania
The regular monthly meeting of the Phila­
delphia chapter of the Pennsylvania Institute 
of Certified Public Accountants was held at the 
Overbrook golf club, September 21st. The 
guests for the evening included Clyde L. Kind,
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secretary of revenue; Leon D. Metzgar, deputy 
secretary of revenue, and Norman Shea, deputy 
in charge of the office of the department of 
revenue for the Philadelphia district.
Mr. King recited the history of the emer- 
gency-sales-tax legislation, explaining the basis 
of the tax, its application and the costs of its 
collection. He explained the division of re­
sponsibilities for each of the functions of the
department and the achievements of the pres­
ent administration in reducing costs of tax col­
lection and amounts of delinquent taxes due. 
In conclusion Mr. King referred to the present 
mercantile-licence tax as an undesirable type 
of tax legislation, both as to costs of collec­
tion and as to general efficacy.
Mr. Metzgar was appointed by Mr. King to 
answer questions from the floor.
EMPLOYMENT EXCHANGE
Following are the qualifications of several 
typical applicants available through the em­
ployment exchange of the American Institute 
of Accountants:
No. 25A— Member, American Institute of Accoun­
tants. Chartered accountant of England and C. 
P. A. of New York. College graduate. Has had
27 years’ public accounting experience and has 
specialized in manufacturing and industrial audits. 
No. 39A— Member, American Institute of Accoun­
tants. C. P. A. of New York, New Jersey and 
Pennsylvania; two years’ college; 20 years in pub­
lic accounting, 8 years as principal. Has also had 
several years’ experience with large accounting 
firms and has held the treasurership of a well- 
known corporation. Would prefer position in 
New York. Residing in New Jersey. Salary 
open.
No. 154A— Member, American Institute of Accoun­
tants. C. P. A. of New York. Fifteen years’ ex­
perience with large accounting firms. Resides in 
New York and prefers a position with a large 
private concern. Salary open.
No. 171A— Member, American Institute of Accoun­
tants. Age 3 2 ; one year of college and has taken 
several courses in accounting. Has acted as senior 
accountant for about 6 years. Prefers employment 
in New York. Salary $60  a week.
No. 343— Member, American Institute of Accoun­
tants. C. P. A. of Minnesota. About 30 years’ 
public accounting experience. Desires position in 
New York. Living in New Jersey. Salary open. 
No. 430A— Member, American Institute of Accoun­
tants. C. P. A. of New York. Graduate, New 
York University. About six years’ public account­
ing experience with well-known firms. Has acted 
as comptroller of a large packing company. Pub­
lic accounting experience concerned mainly with 
public utility and industrial concerns. Salary open. 
No. 484A— Member, American Institute of Accoun­
tants. C. P. A. of New Hampshire and Cali­
fornia. Thirteen years’ public accounting experi­
ence with large accounting firms. Desires position 
in New York. Salary open.
No. 539A— Member, American Institute of Accoun­
tants. C. P. A. of Indiana. College graduate. Age 
38. Seventeen years’ public accounting experience. 
Has held positions as comptroller and treasurer. 
Experienced in design and installation of factory, 
general office and financial accounting systems and 
their operation. Desires position with corporation. 
Resides in Pennsylvania. Salary open.
No. 544A— Member, American Institute of Accoun­
tants. C. P. A. of New Hampshire. College 
graduate. Seventeen years’ public accounting ex­
perience. Now in Philadelphia, but would pre­
fer position in New York. No objection to travel. 
Salary $3,600.
No. 559A— Member, American Institute of Accoun­
tants. Has had 17 years’ public accounting ex­
perience. Has been comptroller of two corpora­
tions. Desires position with private concern. Sal­
ary open.
No. 56lA — Member, American Institute of Accoun­
tants. C. P. A. of Indiana. Age 3 9 ; university 
graduate. For four years acted as comptroller and 
assistant treasurer with large manufacturing con­
cern. Has had 10 years’ public accounting ex­
perience. W illing to go anywhere. Salary $6,-
000.
No. 567A— Member, American Institute of Accoun­
tants. C. P. A. of New York. College graduate. 
Thirteen years’ public accounting experience. 
W ide experience in U. S. income taxes and pub­
lic utilities. Desires position in New York. Sal­
ary open.
No. 575A— Member, American Institute of Accoun­
tants. C. P. A. of Massachusetts. Has had about 
ten years' public accounting experience. Has been 
secretary and treasurer of a corporation. Resides 
in Massachusetts but is willing to accept position 
anywhere.
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ANNOUNCEMENTS
It has been announced that George H. Ab­
bott, Tulsa, has withdrawn from the partner­
ship of L. E. Cahill & Co.
William H. Ball and John W. Hall have 
formed a partnership under the firm name of 
W. H. Ball & Co., with offices in the First 
National Bank building, Detroit.
J. W. Bourne announces the opening of 
offices in the Mills building, San Francisco.
Hutchinson, Smith, Prince & Harris an­
nounce the removal of their offices to 1713 
Republic Bank building, Dallas, and change in 
firm name to Smith, Prince & Harris.
Lybrand, Ross Bros. & Montgomery an­
nounce the removal of their Los Angeles offices 
to 621 South Spring street.
Harry B. Mills announces the opening of 
offices at 3902 West Sixth street and 411 West 
Fifth street, Los Angeles.
Felix E. Mueller announces the opening of 
an office at 950 Dierks building, Kansas City, 
Missouri.
Arthur Young & Co. have removed their 
Los Angeles office to 629 South Hill street.
On August 16, 1932, A. G. Baumgartner 
delivered an address entitled "Accounting and 
auditing—their value to business” before the 
North Hudson Kiwanis club in Union City, 
New Jersey.
Reynold E. Blight, Los Angeles, during the 
past few weeks has delivered addresses before 
the Teachers’ Institute, the Junior High School 
Principals Association, the Army club, and the 
Burroughs Junior High assembly. The sub­
jects of his talks were "Education today,” 
"Problems of education,” "Memorial service,” 
and "Opportunities for young people,” re­
spectively.
Arthur H. Carter, New York, delivered an 
address entitled "The public accountant and 
his relations with the securities commissioner”
at the annual convention of the National As­
sociation of Securities Commissioners, Cincin­
nati, September 27th.
Clem W. Collins, Denver, has been ap­
pointed by the attorney general of Colorado 
to serve as a member of a committee to draft 
new school laws for the state. The subject of 
an address by Mr. Collins before the grand 
chapter of Phi Chi Theta Society at Denver on 
June 28, 1932, was "Leaders among men.”
P. W. R. Glover, New York, has accepted 
the chairmanship of the accounting group to 
help the Emergency Unemployment Relief 
Committee to raise funds for unemployment 
relief this winter.
"Relation of public accountancy to economy 
in handling public funds” was the title of a 
paper read by J. P. Goddard before the state 
convention of the Utah Taxpayers’ Association 
at Salt Lake City on August 5, 1932.
C. M. Grider, El Paso, is serving as a mem­
ber of the bondholders’ protective committee 
for the Pioneer hotel, Tucson.
On September 14th, J. Hugh Jackson, dean 
of the graduate school of business of Stanford 
University, California, delivered an address en­
titled "Dynamic education” at the annual con­
vocation at Mills College. "Business con­
ditions” was the title of an address which Mr. 
Jackson gave before the Kiwanis club of Palo 
Alto on September 27th.
The revenue act of 1932 compared with the 
revenue act of 1928 was the subject of a paper 
read by Caddie H. Kinard, El Dorado, at a 
meeting of the Rotary club of that city on Sep­
tember 14th.
"A commentary on engaging accountants by 
competitive bidding” is the title of an article 
by Raymond D. Willard, Boston, which was 
published in the September issue of the Sav- 
ings-Banker. Mr. Willard spoke before the 
Savings Bank Association of Massachusetts on 
"Is cost accounting valuable to a savings bank?” 
at a meeting of the association at Swampscott, 
September 16th.
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October 21, 1932
To Members and Associates of the 
American Institute of Accountants:
At the meeting of council of the American Institute of Accountants at Kansas City, Mis­
souri, October 17, 1932, recommendations of the board of examiners for election of applicants 
were approved. One applicant for admission as member and 1 as associate were given credit 
for having passed the written examinations of the Institute. One applicant for admission as 
member had passed an oral examination. Credit for having passed examinations acceptable to 
the Institute was accorded 4 applicants for admission as members. Two applicants for ad­
mission as members had passed the Institute’s examinations for a C. P. A. certificate in a co­
operating state. The board recommended the advancement of 1 associate to membership.
For Advancement to M embership:
Judson E. Krueger, San Francisco
For Admission as M em bers: For Admission as Associate:
Allan C. George. New York Neil J . Rains, Nashville
Herbert L. Langrall, Baltimore
Hugh A. McCormack, New York
Robert H . McNair, Jr ., Little Rock
Spencer H. Over, Providence
Joseph A. Padon, Tulsa
E. S. Reinberger, Pine Bluff, Ark.
James H. Smith, Tulsa 
Leslie H. Taylor, Seattle
These applicants do not become members (or associate) until declared elected by the presi­
dent. If protest is to be made against the election of any applicant on the list, it should reach 
the offices of the Institute before November 5, 1932.
JOHN L. CAREY, Secretary.
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Examinations
The fall examinations of the American In­
stitute of Accountants will take place on No­
vember 17th and 18th. Applicants for admis­
sion to the Institute will be examined at New 
York, Boston, Chicago, Tulsa and Los Angeles. 
Thirty-one of the states which regularly co­
öperate with the Institute will use the Institute’s 
examination questions in C. P. A. examinations 
conducted on the same days.
Change in Requirements for 
Associateship
Amendments to the by-laws of the American 
Institute of Accountants adopted by vote at the 
annual meeting, October 18, 1932, would re­
quire that applicants for associateship in the 
Institute be engaged in public accounting prac­
tice when they apply. Under the present by­
laws applicants who have had a certain amount 
of experience may be admitted as associates 
whether or not they are in practice at the time 
of application.
If the proposed amendments are ratified by 
the membership by mail ballot, they will be­
come effective about December 15, 1932.
Applications submitted prior to ratification 
of the amendments will be considered under 
the existing by-laws.
Initiation Fees to be Refunded
The council of the American Institute of 
Accountants, at its meeting on October 20, 
1932, authorized the executive committee to re­
fund initiation fees submitted with applications 
for admission to the Institute received or acted 
upon during the fiscal year, September 1, 1932, 
to August 31, 1933.
The resolution was adopted with the thought 
that no qualified man should be excluded from 
the Institute because of financial considerations 
caused by the general economic depression.
At a meeting of the executive committee 
October 28th the officers were empowered to 
carry out the provisions of the council’s reso­
lution and to send to all members and asso­
ciates a letter announcing that initiation fees 
would be refunded during the current year.
Such a letter was dispatched by the secretary 
on November 5th. Its text is as follows:
"Under authority of the council, the executive 
committee has instructed the officers to refund in­
itiation fees of applicants for admission to the In­
stitute who file their applications during the current 
fiscal year, September 1, 1932, to August 31, 1933.
"This action has been taken in the belief that 
financial considerations should not exclude any prac­
titioner whose professional qualifications meet the 
requirements of the Institute.
"The Institute admitted 80 new members and as­
sociates last year, but it is known that many eminent­
ly desirable men, well qualified for membership, have 
withheld application because current economic con­
ditions make it inconvenient to pay the initiation 
fee.
"The president, therefore, requests the assistance 
of every member and associate in disseminating the 
information that initiation fees will be refunded this 
year. He hopes that you will encourage your ac­
quaintances in the profession, whom you believe to 
be qualified, to submit their applications at this time. 
The Institute has never officially solicited applications, 
and it will not do so, but through the individual 
members themselves desirable men and women should 
be invited to apply. It is the responsibility of the 
membership that the younger members of the pro­
fession, particularly, be made aware that they will be 
welcomed by the Institute as soon as they can meet 
the requirements.
"Enclosed herewith is a form of application and 
a summary of the requirements. The secretary will 
send an application form direct to any accountant 
suggested by a member or an associate.”
The ordinary initiation fees, which will be 
refunded this year, are $50 for membership and 
$25 for associateship.
The examination fees, which must be sub­
mitted with each application, are $25 for mem­
bership or associateship and $10 for advance­
ment from associateship to membership.
International Congress on Accounting
John F. Forbes, San Francisco, A. S. Fedde 
and Robert H. Montgomery, New York, and 
Charles F. Rittenhouse, Boston, have been ap­
pointed to represent the American Institute of 
Accountants at the International Congress on 
Accounting to be held at London in the week 
of July 17, 1933, under the auspices of British 
societies of accountants.
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Accountants’ Liability Insurance
At a meeting of council of the American In­
stitute of Accountants, October 17th, the ex­
ecutive committee reported that it had given 
consideration to the subject of accountants’ 
liability insurance and in the course of its in­
vestigation had accumulated a certain amount 
of information, which it was suggested might 
be imparted to members of the Institute upon 
request. The council approved the suggestion.
The data are now being compiled in the 
form of a memorandum which may be obtained 
upon application to the secretary.
Secretary’s Report
Following is the text of the report of the 
secretary of the American Institute of Ac­
countants presented to council at its meeting 
October 17th:
To t h e  Co u n c il  o f  t h e  A m er ic a n  In st it u t e  o f
A c c o u n t a n t s :
G e n t l e m e n : There could be no better indication 
of the strength that the Institute has gathered than 
the fact that the past year ended with membership 
intact. Despite abnormally heavy losses from death, 
resignation and non-payment of dues, in about equal 
proportions, the total number of members and as­
sociates at August 31, 1932, was greater by one than 
at the beginning of the year. Eighty new members 
and associates were admitted, a smaller number than 
usual. The aggregate membership is now 2,183.
Deaths of the following members and associates 
have been reported:
Members
W il l ia m  N . B a r tels  
H e n r y  M . B ic k n e l l  
C. M . B u r lin g a m e  
E . H . Co llis  
L e w is  E . Cro ok  
H e n r y  G . E c k h o f f  
D avid J .  Edmonds 
R ichard  F . Evans 
C h a r les  L . H a rdm an  
J o h n  R . Ly n n  
J o h n  J .  M cK n ig h t
K . W e r n e r  H e y e
E l k in  M oses 
T h o m as P. P arsons 
E dward C. Pa tt erso n  
W il l ia m  C. R e y e r  
F r a n k  Sa m u el so n  
Sid n ey  E . Sa rg en t 
S. E a rl  Sh o o k  
G eorge A . Sm ith  
H a rry  M a son  Sm it h  
G eorge F . W ilde 
J o se ph  G . W y m a n  
Associates
C h a r les  M . N e u b a u e r
By the practice of strict economy the expenditures 
of the general fund were kept about equal to revenue, 
which was nearly $2,000 less than had been esti­
mated. Some departments show losses for the year, 
and others report excess of income over expenses. 
The consolidated statement of income and expenses 
shows that all activities of the year resulted in ex­
cess of income over expenses of $1,277.81.
The physical structure of the organization is thor­
oughly sound.
The Institute’s influence in the profession and the 
respect it commands from the public continue to in­
crease. The secretary has attended meetings of ac­
countants at Philadelphia, Detroit, Milwaukee, 
Kansas City, St. Louis, Chicago, Baltimore, Savannah 
and Providence, and found everywhere an active in­
terest in the Institute’s affairs and an attitude of 
friendly cooperation. Relations with the New York  
stock exchange, credit officers of banks, investment 
bankers, lawyers and various departments of the 
federal government indicate the high place in pub­
lic esteem which the Institute has gained.
The entire accountancy profession has been the ob­
ject of rapidly increasing interest on the part of busi­
ness men and their organizations. The index is the 
press. W here there was a few years ago one news 
item or magazine article dealing with accounting and 
accountants, there are now a dozen. Economists, 
bankers and industrialists have been making speeches 
and writing articles which point out the importance 
of corporate accounts and the need for independent 
audit. Banks and credit groups have paid for ad­
vertisements urging independent audit. Perhaps the 
most striking illustration is a resolution adopted by 
the New York Chamber of Commerce which recom­
mends the principle of independent audit of all large 
borrowers, including close corporations and govern­
mental units and proposes that independent auditors 
of corporations be selected by the stockholders. The 
committee which proposed the resolution included 
two members of the Institute.
Radical changes in economic conditions have 
naturally produced many technical accounting prob­
lems. It has been necessary to adapt old methods to 
new circumstances and to replace inadequate stand­
ards with better ones. The Institute has had a share 
in efforts to rebuild a stronger economic structure. 
A  special committee has conferred frequently with 
stock-exchange officers on accounting problems affect­
ing corporate reports and listing requirements. The 
committee on professional ethics, regarding itself less 
as an instrument of discipline than of education, has 
discussed with many members, in a friendly and in­
formal manner, the best methods of effecting full 
disclosure of essential facts in financial statements. 
Research is being supervised by the committee - on 
terminology and specific problems of technique have
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been attacked by the committee on accounting pro­
cedure. Other committees have had a part in con­
struction of the new federal income-tax law and in 
an internationally sponsored study of double taxation.
The Institute’s regular services to the profession 
have been rendered as usual, but in even greater 
measure. The number of states participating in the 
plan of cooperation in examinations has increased. 
The library has received 3,660 visitors, and has en­
larged its collection of books, magazines and pamph­
lets to 14,215. The turnover in the circulating 
library included 3,204 items. The librarian has an­
swered 7,554 inquiries during the past year. The 
Institute’s new publishing affiliate assumed the re­
sponsibility of producing T h e  J o u r n a l  o f  A c­
c o u n t a n c y  and the monthly Bulletin, and has pub­
lished five new books since January 1st. A book­
selling service has been inaugurated for the con­
venience of members and other accountants.
The employment exchange has been deluged with 
applications, and has succeeded in finding positions 
for a number of men, even during the dull summer 
of a dull year. A  considerable amount of publicity 
for the Institute’s activities has been obtained in 
newspapers and magazines.
Among the larger questions of professional de­
velopment which have received attention during the 
year are accountancy legislation, legal liability of 
accountants, indemnity insurance, and technical re­
search. The reports of various committees refer to 
these matters in greater detail.
Individual members and associates continue to re­
port increasing participation in public affairs, through 
service in civic groups and community organizations, 
political appointments and public addresses.
The secretary has been in communication with 
many state societies of certified public accountants, 
which the Institute has been able to assist in one 
way or another on a number of occasions.
It has been a busy year.
Respectfully submitted,
J o h n  L . Ca r e y , Secretary.
October 7, 1932.
Dominion Association of Chartered 
Accountants
The Institute has received a copy of the year­
book of the Dominion Association of Chartered 
Accountants for 1932-33, which indicates that 
the total membership of the association is 
1,567.
Meetings
The executive committee held its first meeting of 
the year at New York on October 28th. The fol­
lowing were present: John F. Forbes, president, R.
O. Berger, Charles B. Couchman, James Hall, 
Charles F. Rittenhouse, Arthur W . Teele, A. P. 
Richardson, editor, and John L. Carey, secretary.
In addition to the routine business, the committee 
adopted a suggestion that a statement be appended 
to the rules of professional conduct indicating that 
the council is not limited by the specific rules in con­
sideration of complaints, but may inflict discipline 
under provision of the by-laws for any action which 
in the opinion of the council is discreditable to the 
profession.
A bill for revision of the national bankruptcy act, 
now before the senate, was referred to the committee 
on federal legislation.
Mr. Teele, as senior member of the committee, 
was appointed to act as chairman at meetings which 
the president might be unable to attend.
The board of examiners held its first meeting of 
the year at the Institute’s offices at New York on 
November 1st. The following were present: Elmer 
L. Hatter, George K. Hyslop, Charles E. Mather, 
Maurice E. Peloubet, Raymond C. Reik and the 
secretary.
Mr. Hatter was elected chairman for the current 
year. In addition to acting upon applications which 
were before the board and reviewing the examination 
questions for the sessions on November 17th and 
18th, the board adopted a memorandum governing 
future procedure in collection of examination and 
re-examination fees. A  special committee was ap­
pointed to revise the official bibliography of sug­
gested texts for reading in preparation for examina­
tions, in the light of suggestions of members of the 
committee on education. The list is to be published 
in a revised edition of the circular of information 
issued by the board.
A meeting of the committee on publication was 
held at the Mid-day club, New York, on October 
26th. The following were present: John B. Niven, 
chairman, John F. Forbes, president, John C. Scobie, 
the editor and the secretary.
The committee considered manuscripts offered for 
publication in T he Journal of Accountancy and re­
ceived a report from the editor on the sale of books 
published by the American Institute Publishing Co.,
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Inc. Plans for circularization of advertising matter 
were discussed, and several items of business pro­
cedure affecting the publishing company were con­
sidered.
A meeting of the special committee on terminology 
will be held in New York, November 18th. Lloyd 
Morey, chairman of the national committee on stand­
ard reports for institutions of higher education, has 
been invited to attend the meeting to discuss with 
the committee technical questions of terminology in 
reports on college and university accounts published 
by the national committee. Members of the Institute’s 
special committee on terminology are as follows: 
Robert H. Montgomery, chairman, Alexander Beard, 
Eric L. Kohler, W alter Mucklow, and Gabriel A. D. 
Preinreich.
Golf at Annual Meeting
Andrew Stewart, New York, won the prize 
for low gross score in the golf tournament held 
in conjunction with the annual meeting of the 
American Institute of Accountants at the Mis­
sion Hills country club, Kansas City, October 
17th. His score was 81. J. P. McGregor won 
the prize for low net score with 72.
A four-man team representing the Missouri 
Society of Certified Public Accountants won 
the team contest for the Missouri golf trophy. 
The Missouri team was composed of C. W. 
House (90) ; H. S. Irving (90) ; G. A. Myles 
(109) ; David B. Peter (84).
The Illinois, New York and Oklahoma so­
cieties of certified public accountants, in ad­
dition to Missouri, entered teams in the contest.
Other prize winners in the tournament are 
as follows:
High gross: Elmer L. Hatter, 120. High 
net: W. L. Clark, 97. Lowest score in one 
hole: C. W. House, 2; F. L. Wilcox, 2. High­
est score in one hole: James J. Hastings, 11; 
G. A. Myles, 11. Most holes in four: David B. 
Peter, 8. Most holes in five: Andrew Stewart, 
9 ; Lewis Ashman, 9. Most holes in six: H. 
W. Hennegin, 10. Most holes in 7: William
B. Campbell, 6. Most holes in 8 : H. L. Burke, 
7. Birdies: John F. Forbes, 2 ; A. G. Moss, 1; 
W. I. Nicholson, 1; B. E. Ford, 1; David B. 
Peter, 1; C. W. House, 1; F. L. Wilcox, 1; 
W. D. McGregor, 1; Andrew Stewart, 1; A.
C. Woods, 1; Blind bogey, A. H. Carter, 84.
Missouri Tennis Trophy
At the annual banquet of the American In­
stitute of Accountants at Kansas City, October 
19th, David L. Grey, on behalf of the Missouri 
Society of Certified Public Accountants, offered 
to the American Institute of Accountants a 
trophy to be known as the Missouri Tennis 
Trophy, which might be the object of com­
petition at annual meetings of the Institute.
The offer was officially accepted and a 
tournament for possession of the trophy will 
be arranged at the annual meeting at New Or­
leans in October, 1933.
A committee will be appointed to draw up 
rules under which the tournament will be con­
ducted. It has been suggested that matches be 
played between teams representing various 
state societies or chapters of the Institute, as 
has been done in the case of the Missouri Golf 
Trophy, presented by the Missouri society in 
1924, which has been the object of competition 
annually since that time.
It has been proposed that the tennis teams 
consist of two players, one of whom might 
be a lady, and that each team play two singles 
matches and one doubles match. If there 
should be a large number of entries, the pre­
liminaries might be played off by zones prior 
to the annual meeting and the semi-finals and 
the finals played during the week of the 
meeting.
It will be helpful to the committee in charge 
of arrangements if members of the Institute 
who would participate in such a tournament 
will advise the secretary accordingly.
F. C. Wandmacher, New York, spoke before 
the Brooklyn Young Republican Club on 
"Some interesting comparisons and features 
from New York City budgets of 1917-22-27- 
32”, on October 18th.
J. B. Collings Wood, New York, is the au­
thor of two articles recently published in the 
Marine Journal and the Decorative Furnisher. 
The titles are "Taxation as it affects shipping, 
since the revenue act of 1932” and "The taxes 
we have and those that may come” respectively. 
The article in the Marine Journal is appearing 
in three parts, in the October, November, De­
cember issues.
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Fall Meeting of the Robert Morris 
Associates
The fall meeting of the Robert Morris Asso­
ciates was held at Niagara Falls, New York, 
October 24-26, 1932. F. H. Hurdman, chair­
man of the Institute’s special committee on co- 
öoperation with bankers, represented the Insti­
tute at the meeting and spoke at one session 
on the work of his committee.
Among the subjects discussed at the meet­
ing were budgets, re-organizations, the opera­
tion of credit bureaus and the work of the Re­
construction Finance Corporation and other 
government emergency banking organizations.
Philip F. Gray, chairman of the Robert 
Morris Associates committee on cooperation 
with public accountants, rendered a report of 
his committee in which he referred to the func­
tion of the accountant in interpreting factors 
which might throw light on economic trends of 
the business under consideration. Following 
is the full text of Mr. Gray’s report:
REPORT O F COM M ITTEE O N  COOPERATION  
W IT H  PUBLIC ACCOUNTANTS  
Philip F. Gray, Chairman
During the past two years, the committee has been 
functioning with a larger number of committeemen 
than heretofore, representing different sections of the 
country. This change is proving beneficial in that 
the work with the local accountants is being prac­
tically entirely handled in the respective sections by 
the several members of the committee. Increased 
numbers of state societies of accountants have ap­
pointed committees on cooperation with credit 
grantors, and we urge that our members use these 
facilities to become better acquainted with the ac­
countants in their territory and through them take 
up general and specific matters that arise for dis­
cussion. In one city which the chairman visited re­
cently, several accountants commented on the fact that 
the bank credit men lacked the desire to discuss 
matters with the accountants. W hile not entirely 
cognizant of local conditions in this matter, from 
our experience this attitude is a mistake, and even 
from a selfish viewpoint, is one that should be cor­
rected, as it is believed that the credit man receives 
more than he gives in cooperation of this kind.
Joint meetings with accountants or accountants’ 
committees have been held by several of the chap­
ters of the Associates, namely in Pittsburgh, San 
Francisco, Denver, Chicago and Philadelphia.
It is the recommendation of the committee that 
small committees of two or three members be ap­
pointed for cooperation with accountants in every 
city in which a Robert Morris Associates chapter is 
located, in order to further this work.
W e have had a number of cases reported this year 
regarding the work of accountants, mainly referring 
to the proper segregation of the several classes of 
accounts receivable and valuation of inventory. Ac­
counts receivable are still being recorded on balance- 
sheets without disclosing:
1. An undue amount of slow accounts
2. Accounts due from wholly owned or closely 
associated affiliated companies
3. Amounts due from officers, etc.
The question of the proper valuation of inventory 
is always before us, and to date, no mutually satis­
factory method for the valuing and recording of in­
ventory has been agreed upon between the majority 
of accountants and the majority of the Associates. 
Progressive accountants know, however, that the time 
has arrived when the accountants’ mere audit and re­
port on "figures” is passe. W e know that the audited 
balance-sheet or report showing accounts receivable, 
averaging, say, five months outstanding, with terms 
in the particular case being 2-10-60, with the com­
ment by the management that all the reported ac­
counts receivable are collectible, and an inventory 
representing, say, one and one-half year’s supply, ac­
companied by the notation that it is all salable, is 
not of much use to credit grantors.
In overcoming this situation, some accountants are 
making an effort to (and the balance should) apply 
their business sense to the balance-sheets which they 
sign, and check and double-check operating ratios 
to verify that the millions and thousands are cor­
rect in valuation, as well as the same kind of check­
ing to ascertain that mathematical calculations are 
correct to the cent.
In the future, and we hope soon, all accountants 
will prepare an audit of the "business”, not of ac­
counts alone, and will make the accounts as reported 
give a picture of the condition of the business as 
they see it.
Recently I received a special report, prepared by 
the New York State Society of Certified Public Ac­
countants, with a foreword by the President of that
7
Bulletin of American Institute of Accountants
Association, Arthur H . Carter. I will read it, as I 
think it is of interest at the moment:
"To the Members of
The New York State Society of
Certified Public Accountants:
"T o present to the members a broad picture of 
the contribution of public accountancy to business 
and industry, some fundamental statistics are being 
compiled by the society. These will indicate, at least 
in part, the scope and the extent of service rendered 
by members of the society as individuals or by their 
firms.
"The first section of this survey to be undertaken 
was an examination of the annual reports of cor­
porations with stocks listed upon the New York  
stock exchange. As completed from time to time, 
other sections of this survey for basic data will be 
released in a series of reports. Much of the in­
formation in this special bulletin will be of real in­
terest to our members.
"This examination of the 1931 published annual 
reports submitted to stockholders by 789 companies 
with stocks listed on the New York stock exchange 
discloses, among other things, that the financial state­
ments contained in 651, or 83 per cent., of these 
annual reports were audited by independent public 
accountants.
"This, it is believed, will demonstrate that in­
creasing recognition is rapidly being given to the 
function of the public accountant, especially in re­
lation to the audit of the financial statements of cor­
porations, the securities of which are in the hands 
of the public. The public is coming more and more 
to look upon this as an effective safeguard. Cor­
porate management is giving willing recognition to 
the importance of our profession in this great field.”
In line with what I have just said and what we 
say in the report on the different kinds of audits 
that are being prepared, the thought occurred to me 
that when 83 per cent. of the reports submitted to 
the stock exchange for the year 1931 are prepared 
by independent accountants, they have a wonderful 
opportunity of preparing more accurate operating 
ratios than the members of the Associates can possi­
bly send in to Alec W all for his ratios. The ac­
countants have detailed information, regarding 
profit-and-loss accounts. They can tell which of the 
sales are charge sales and which are cash sales, which 
is always very difficult for us to figure properly in our 
ratio. They can also determine from their operating 
work sheets the unusual items that appear in the
profit-and-loss accounts, so as to eliminate them in 
preparing their ratios.
Following that, when the majority of the account­
ants come to the conclusion it is better to prepare an 
audit of the "business”, the society might take the 
step of asking their members to report to them op­
erating figures, such as we now forward to Alec 
W all. It would not be necessary for them to dis­
close the name of their client, but they could name 
the type of industry their client is engaged in, and 
they could also signify in some way the size of the 
statement upon which they are reporting, probably 
giving three different classifications: first, of a com­
pany having sales of $25 ,000 ,000 ; second from 
$5,000,000 to $25 ,000 ,000 ; and then below 
$5,000,000.
If these different operating ratios were turned in 
to the secretary of their association, certainly he 
would have a wonderful library of statistics on which 
the accountants could draw when they are next pre­
paring a statement of a client in any one particular 
industry, and they could more readily tell whether 
the inventory showing— we will say an eight or nine 
months’ supply— was normal in that industry or 
whether the management’s valuation, which the ac­
countants usually accept, is far too high.
W hen the committee work was first established 
by Harvey Whitney, the secretary of the Robert Mor­
ris Associates was slated to do most of the work of 
the new committee. W ith the handicap of having the 
office in Lansdowne, Harvey started to do all of the 
work and continued doing so. Arrangements have 
now been made whereby Alec W all will act as secre­
tary of the committee, and all commendations and/ 
or criticisms of accountants’ work should be sent 
directly to him. All records of cases presented to 
the chairman in the past have been transferred to the 
office in Lansdowne, and information contained there­
in is accessible to all the Associates.
There were several reasons for this change:
1. It was felt that the reporting on accountants’ 
work by the members would be stimulated if reports 
were made to the secretary of the Associates rather 
than to the chairman of the committee, who has in 
the past also been an officer of a bank.
2. A  point had been raised relating to the 
liability involved in giving out facts regarding ac­
countants’ work. W hile this is not a serious ques­
tion, and opinion of counsel has been received under 
which the secretary will act, the files have been built 
up by the Associates, and not by any one bank, and 
should be handled by the office of the Associates.
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Inquiries regarding accountants should, therefore, be 
made of Alec W all, the secretary.
3. The secretary is in a better position to follow 
up the work of our local committees and also the 
work of accountants in other cities.
4. The secretary will visit nearby cities, when 
necessary, to interview accountants, but it is felt that 
the larger part of the work can be done by corre­
spondence.
It is not intended that he shall make any definite 
trips, with the added expense, in order to visit ac­
countants, but when he happens to be in these cities, 
he can become acquainted with them and take up any 
points that may have been raised regarding that work.
W e ask, on behalf of the secretary, your coopera­
tion in this new arrangement, which we believe you 
will find very satisfactory.
Since the committee work was started, about four 
hundred cases have been reported to and handled 
by the chairman. It is interesting to review the trend 
of the cases reported to Harvey Whitney, and to note 
that the character became just a little more important 
as Harvey got deeper and deeper into the subject. 
In this first report of the committee to the fall meet­
ing not prepared by the founder of this particular 
activity of the Associates, we wish to express to him 
our appreciation of the effort which he has put forth 
and the results which he has attained.
National Association of Cost 
Accountants
A copy of the 1932 year-book of the Na­
tional Association of Cost Accountants, contain­
ing the proceedings of the thirteenth annual 
cost conference at Detroit, has been received 
by the Institute.
The book is a bound volume containing 320 
pages. It includes formal papers and extem­
poraneous discussion at the Detroit meeting on 
the following subjects: the trend of accounting 
in the future management of American indus­
try; the evolution and basic principles of busi­
ness organization; the responsibility of the ac­
counting department in sales activities; the re­
sponsibility of the accounting department in 
the establishing of a sound financial program; 
the relation of accounting to purchasing and 
to product engineering; and the accounting re­
quirements of the manufacturing executive.
"The Problem of the Failing 
Candidates”
Discussion at a meeting of accountancy ex­
aminers in conjunction with the annual meet­
ing of the American Institute of Accountants, 
Kansas City, Missouri, October 17th, following 
an address by Edward Fraser of the Missouri 
board entitled "The problem of the failing can­
didates”, brought forth divergent expressions 
of opinion as to the reasons why so many can­
didates at C. P. A. examinations are unsuccess­
ful.
Following Mr. Fraser’s address (printed in 
the Institute Bulletin, No. 102, October 21, 
1932) James M. McConahey, secretary of the 
Washington state board of accountancy, opened 
the discussion from the floor. He said that the 
Washington board had examined 485 candi­
dates at the past fifteen examinations, in which 
the board had cooperated with the American 
Insttiute of Accountants, and that only 16.7 per 
cent. had passed, a record worse than that of 
the Missouri board, according to Mr. Fraser’s 
paper. The causes of failures, he continued, 
must be in the examination questions them­
selves, in the examiners who mark the papers, 
or in the candidates who write them.
He therefore proposed first this question: 
Are the examination questions ambiguous? Is 
sufficient time allowed to complete the solution 
of the problems, or do the problems need too 
much time-consuming mechanical work? 
Would it be profitable to add an extra half­
day session?
John F. Forbes, of the California board, and
I. B. McGladrey, of the Iowa board, stated that 
with a few unimportant exceptions the Insti­
tute’s examination questions had not been 
ambiguous, but that the candidates who mis­
understood them would undoubtedly misunder­
stand instructions relating to an audit engage­
ment— in a word, such men lack sufficient ex­
perience.
James Hall of New York, a member of coun­
cil of the Institute, raised the point that ques­
tions dealing with specific industries might 
cause difficulties to candidates in certain states 
where there was no opportunity for experience 
with those industries.
Maurice E. Peloubet, New York, a member 
of the Institute’s board of examiners, denied
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the justice of this complaint and stated that the 
questions were so framed that a candidate wtih 
a sound knowledge of accounting theory and 
practice could answer them without regard to 
the particualr industry with which the question 
dealt. Mr. Peloubet pointed out that frequent­
ly the best answers to a question about a par­
ticular industry were received from a section of 
the country in which that industry does not 
exist, and on the contrary that candidates in 
the section where the industry is most im­
portant frequently failed on questions dealing 
with that business. He questioned whether 
there had been any problem in the last five 
years which required an expert knowledge of 
any particular industry in order to reach a 
proper solution.
Mr. McConahey supported this statement by 
referring to a lumber problem framed by a 
practitioner in Oregon, on which candidates in 
Washington and Oregon had made no better 
showing than candidates in other states.
Lewis Ashman, of the Illinois board, referred 
to the fact that some candidates presented near­
ly perfect papers as an indication that the man 
who was properly prepared, with ample ex­
perience, did not find the examination ques­
tions too long or too difficult.
The question was raised whether the account­
ing problems require so much mechanical work 
that they can not be solved within the time lim­
it. Elmer I. Hatter, chairman of the Institute's 
board of examiners, explained that every prob­
lem was worked out carefully before its adop­
tion to determine whether or not it could be 
solved properly in the time allotted to it. The 
examiners were careful, he said, to include no 
question which could not be completed in the 
required time by a man with adequate knowl­
edge and preparation.
George E. Bennett of the New York board, 
which he said examined nearly 2500 papers in 
a year, explained that the New York examina­
tions contained several groups of questions and 
that problems dealing with special industries 
would be in a group containing optional ques­
tions. He said that the time allowed for the 
examination had been increased in New York, 
but that no larger number of the candidates 
completed their answers than had been the case 
before. He offered the opinion that further 
extension of the time limit would not alter that 
condition.
Archie M. Smith of Louisiana spoke in fav­
or of an extra session of a half day in the be­
lief that practitioners who had not taken ex­
aminations for several years were likely to be 
handicapped by the unfamiliar conditions and 
the knowledge of time limit. He suggested 
that if they were confident that ample time 
would be allowed they might be able to con­
centrate more effectively upon the solution of 
the problems.
F. B. Andrews, of the Illinois committee on 
public accountants, stated that at the examina­
tions held under the public accountant licensing 
law (not the C. P. A. law) of Illinois, the 
morning and afternoon sessions of the first day 
were devoted to auditing and law, and on the 
second and third day there were two five-hour 
sessions devoted to papers on accounting theory 
and practice. Candidates were allowed extra 
time to answer the accounting problems, if it 
was desired, he said.
Frank L. Wilcox, of the Texas board, sup­
ported Mr. Andrews’ suggestion and also advo­
cated the inclusion of some optional questions 
in the accounting papers. It was his belief 
that questions dealing with special businesses 
had caused some difficulty. As an illustration 
he spoke of questions dealing with investment- 
trust and stock-exchange problems, saying that 
"Texas candidates know only about the losing 
end of the stock-exchange, not the operating 
end.”
Jeff K. Stone of the Missouri board sug­
gested that candidates would have no difficulty 
with the time limit if they approached the ques­
tions in a more intelligent way. He suggested 
that each candidate should read all the ques­
tions before answering any, and first attack 
those which he was certain he could answer 
correctly.
Mr. McConahey next raised the question 
whether or not the responsibility for excessive 
failures lay with the examiners who graded 
the papers.
Frederick W. Morton, of the Michigan 
board, expressed the opinion that examiners 
should consider individual characteristics and 
the experience of the candidates and should, 
render special assistance to able men who for 
one reason or another failed to achieve success 
in the examinations. Mr. Morton stated that 
older practitioners are at a disadvantage in the 
examinations when compared with recent col­
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lege graduates who have had a good deal of 
experience with examinations.
It was the consensus of opinion that the ex­
aminers in most states were not unfair or 
arbitrary, but it was generally agreed that the 
examiners should give consideration to the 
qualifications of each individual applicant and 
should endeavor to assist able men who are not 
successful. Messrs. Wilcox, McConahey and 
Smith contributed to the discussion of this 
point.
Mr. McConahey then raised for considera­
tion the problem of the candidates themselves. 
It was the universal opinion of those present 
that candidates for C. P. A. examinations in 
general are inadequately prepared.
Mr. Andrews pointed out that in the pro­
fessions of law and medicine the preliminary 
training in school and in clerkship or interne- 
ship is much more rigid than that to which 
aspiring accountants submit. Mr. Peloubet 
drew attention to the general deficiency in Eng­
lish on the part of candidates at accountancy 
examinations. He offered the opinion that if 
each candidate would study ten carefully 
selected masterpieces of English literature, he 
could attain a facility of self-expression which 
would permit him to make a better showing 
even in a technical examination.
Mr. Hall suggested that the results in Amer­
ica were not discouraging when compared with 
the results of English accounting examinations. 
He said that about fifty per cent. of the candi­
dates passed the final examinations of the In­
stitute of Chartered Accountants and of the 
Society of Incorporated Accountants and Audi­
tors, but he pointed out that each candidate 
had had from five to eight years’ experience 
under careful supervision and had already 
passed the preliminary and intermediate ex­
aminations.
Mr. Fraser related recent conversations in 
which he had been informed that candidates 
at medical examinations had apparently been 
improving, but that the percentage of failures 
in law examinations had recently been on the 
increase.
W. I. Nicholson, of the Oklahoma board, 
attributed many failures to inadequate theoreti­
cal preparation. He said that many candidates 
tried the examinations without any academic 
education and with only a few years of practi­
cal experience.
Mr. Wilcox said that in Texas the university 
graduates fared better in the examinations than 
other candidates.
Mr. Forbes expressed the opinion that a man 
who had educated himself by hard study, 
whether at a university or in some other way, 
would find little difficulty in the examinations, 
but that most candidates failed because they 
did not work hard enough to prepare them­
selves for the test.
George A. Schuster of Missouri, and Charles
E. Mather of New York, a member of the In­
stitute’s board, participated in the discussion of 
these points.
At the conclusion of the session a motion 
of thanks to Mr. Fraser and the other speakers 
was carried unanimously by a rising vote.
The following states were officially repre­
sented by members of accountancy boards: 
California, Illinois, Iowa, Louisiana, Michigan, 
Missouri, New York, Oklahoma, Texas and 
Washington. About 100 persons were present.
Independent Audits of Listed 
Corporations
The New York State Society of Certified 
Public Accountants has published under date 
of October 1st a bulletin showing the number 
of audits by independent public accountants of 
financial statements in published annual re­
ports for 1931 of corporations whose stocks 
are listed on the New York stock exchange.
The society examined the published annual 
reports of 781 of the 829 corporations with 
stocks listed on the New York stock exchange. 
Reports of 48 companies were not available. 
The analysis disclosed that the financial state­
ments contained in 651, or 83 per cent., of the 
auditors’ reports analyzed were audited by pub­
lic accountants. In 570 cases both balance- 
sheet and income account were certified by the 
auditors. Two hundred and seventy-nine, or 
43 per cent., of the companies placed special 
emphasis upon the independent audits by dis­
playing the accountant’s certificate as a full 
page of the report.
The conclusion is drawn in the special bulle­
tin that a policy of greater frankness is gain­
ing momentum, and that the statistics published 
emphasize the increasing number of companies 
whose directors and officers have adopted the
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policy of full publicity of financial affairs, re­
sulting in added confidence of investors, labor 
and the financial world generally.
In addition to statistical tables the bulletin 
contains a list of the 651 companies whose an­
nual reports indicated that the financial state­
ments bore the certificates of independent ac­
countants.
Protest against Bids for Institutional 
Audits
A member of the American Institute of Ac­
countants has submitted a copy of a letter ad­
dressed to the authorities of a state university 
which has in the past invited bids for the audit 
of its account, in which he shows the fallacy 
of bids for accounting engagements. The text 
of the letter is as follows:
"In  connection with our proposal for an audit of 
the university and its branches, * * * * * * * * * * * * , we 
respectfully direct attention to a few pertinent facts 
that may be of some interest.
" ( a )  The university of * * * * * *  is an institution 
of which all of our citizens may well be proud.
" (b )  It offers many good reasons why young 
men and young women should acquire an education, 
among which are the advantages of the school of 
business administration to secure the degree of cer­
tified public accountants.
" ( c )  Many reasons have been advanced by the 
professors and managers to show that the C. P. A. de­
gree is worth while, especially from the standpoint 
of being a dignified and a profitable profession.
" (d )  Placements for the graduates are solicited 
by the university upon the basic salary of from $125 
to $150 a month, in addition to which the employer 
agrees, tacitly at least, to give the graduate from
3 to 5 years experience in order to qualify him for 
the position of senior accountant with salary ranging 
from $200 to $500 per month.
" ( e )  The employer must further provide suit­
able offices, typists, stationery and all other necessary 
equipment. In addition, the employer must make 
good all of the possible mistakes of the beginner, 
besides hazarding his professional reputation.
"In  view of these facts please let us analyze the 
audit award made by the board * * * * * * * *  for the 
prior year 1930-31. W e are officially advised that 
this contract was let for the flat sum of $750; we are 
also informed that the estimate of 4 5 days was the
minimum time required to complete the audit. The 
necessary expense incurred by two accountants, while 
making the audit, was approximately as follows:
Railroad and return .....................................  $ 30.20
Sleeper and return .........................................  15.00
Tips to the porter .......................................... 1.00
Railroad and return .......................................  30.84
Sleeper and return .......................................... 15.00
Tips to the porter .......................................... 1.00
Railroad and return .....................................  101.24
Sleeper and return .......................................  30.00
Tips to the porter .......................................... 1.00
Total travel expense................................... 225.28
Hotel room and meals, 2 men 45 days. . 450.00 
Laundry and tips ............................................ 25.00
Total expense ..............................................  700.28
Flat audit fee ................................................  750.00
Amount remaining for pay of auditors. . $ 49.72 
Pay per day, per man— 2 men 45 days. . .  $ .5525 
Deduct cost of overhead, per m a n ............ $ 2.10
Loss on accountant, per day ................  $ 1.5475
Net loss on engagement, for 2 men, ex­
clusive of actual salaries paid, which 
will aggregate $775.80 ............................ $139.2750
"In  view of this statement, which may be verified 
by the statistical department of the bureau of busi­
ness research, is it fair, or even just to the reputa­
tion of a great university, to foster and encourage 
the practice of seeking bids from our profession?
"Which of you having need of a lawyer, or hav­
ing need of a family physician, would think of ask­
ing for bids ? If these two highly honored pro­
fessions are above such practice, why should the uni­
versity * * * * * * *  waste valuable time in an attempt 
to build up another profession whose daily compen­
sation may be less than that of the farm hand with­
out the benefit of education or experience?
"The members of the board * * * * * *  are all gentle­
men of high standing in their respective commu­
nities. It is safe to say that not one of them, hav­
ing need of an experienced assistant in his business, 
would make price the controlling factor. On the 
other hand, you might say, and doubtless would that 
valuable service built upon ability, experience and 
integrity, should have fair and adequate compensa­
tion.
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OBITUARY
James F. Farrell
James F. Farrell, a charter member of the 
American Institute of Accountants, died on Oc­
tober 25th at his home in Brooklyn. He was 
fifty-seven years of age. Mr. Farrell was a 
member of the firm of Boyce, Hughes and 
Farrell and a certified public accountant of New 
York and New Jersey. He had served as a 
member of the Institute’s committee on state 
legislation from 1920 to 1921, as auditor in 
1921, and as a member of council from 1923 
to 1928. He also served two terms on the 
New York state accountancy examining board. 
Mr. Farrell served as secretary of the New 
York State Society of Certified Public Account­
ants for twelve years, 1914-1925, and also 
occupied the vice-presidency for two years.
Frederick M. Kehn
Frederick M. Kehn, a member of the Ameri­
can Institute of Accountants since 1922, died 
at his home in Boston, Massachusetts, on Octo­
ber 24th. He was a certified public accountant 
of Massachusetts and a member of the Massa­
chusetts Society of Certified Public Account­
ants. At the time of his death he was em­
ployed by Price, Waterhouse & Co., Boston.
A. Marvin Pullen
A. Marvin Pullen, a charter member of the 
American Institute of Accountants, and a mem­
ber of its predecessor, the American Association 
of Public Accountants, died suddenly at Rich­
mond, Virginia, on October 19th. Mr. Pullen 
was fifty years old and was in practice on his 
own account under the firm name of A. M. 
Pullen & Co., with offices at Raleigh, North 
Carolina, and Richmond, Virginia. He was a 
member of the committee on meetings of the 
Institute in 1919 and 1922, and of the com­
mittee on nominations in 1925. He was a cer­
tified public accountant of North Carolina, Vir­
ginia and Tennessee and was once chairman of 
the Virginia state board of accountancy. He
was one of the sponsors of the first Virginia
C. P. A. law in 1910, and was one of the or­
ganizers of the Virginia Society of Public Ac­
countants, which he served as president.
E. G. Shorrock
News of the death of E. G. Shorrock on Oc­
tober 28th has been received. Mr. Shorrock 
was a charter member of the American Insti­
tute of Accountants and served as vice- 
president in 1918. He also was a member of 
council in 1916, 1917, 1919 and from 1922 to 
1927 and a member of the committee on state 
legislation in 1921. Mr. Shorrock was a cer­
tified public accountant of Oregon and Wash­
ington and was a partner in the firm E. G. 
Shorrock & Co. He was 64 years of age. He 
was instrumental in the passage of the C. P. A. 
law of Washington, and had served on the 
state accountancy board.
J . Gordon Steele
J. Gordon Steele, a member of the Ameri­
can Institute of Accountants since 1921, died 
suddenly on October 19th at Kansas City, 
Missouri. He was fifty-two years of age, and at 
the time of his death was resident partner of 
Arthur Young & Co., Kansas City. He had 
been associated with that firm since 1919. He 
served on the committee on meetings of the 
Institute during the year 1931-32. Mr. Steele 
was born in Dundee, Scotland, and passed the 
final examination of the Institute of Accoun­
tants and Actuaries in Glasgow in January, 
1903. He was for five years a partner of the 
firm of J. Gordon Steele & Co., of Minneapolis. 
Mr. Steele was at one time connected with the 
firm of Price, Waterhouse & Co., Chicago, New 
York, St. Louis and San Francisco, and for a 
short period was associated with the firm of 
Peat, Marwick, Mitchell & Co., Minneapolis. 
In 1915 he became comptroller general of the 
Province of Manitoba. He was a certified 
public accountant of Missouri, Minnesota and 
Wisconsin.
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NEWS OF LOCAL SOCIETIES
Arkansas
At the annual meeting of the Arkansas So­
ciety of Certified Public Accountants, October 
14, 1932, at the Little Rock country club, the 
following officers and directors were elected: 
J. C. Fuller, president; A. V. McDuffie, vice- 
president; F. J. Venner, secretary-treasurer; E. 
L. Gaunt, H. W. Hennegin, A. V. McDuffie,
E. S. Reinberger and F. J. Venner, directors.
California
L o s  A n g e l e s
A regular meeting of the Los Angeles chap­
ter of the California State Society of Certified 
Public Accountants was held at the Elks club, 
Los Angeles, on October 10th.
The programme included addresses by 
Robert W. Gordon, manager of the system di­
vision of Chas. H. Hadley Company, Los An­
geles, and by Walter B. Gibson, who spoke 
on the activities of the local committee on 
cooperation with the Robert Morris Associates 
of which he is chairman.
Sa n  F ra n c isc o
The San Francisco chapter of the California 
State Society held a meeting at the Engineers 
club, San Francisco, on November 1st.
Professor Henry Rand Hatfield of the Uni­
versity of California discussed the accounting 
features of the new state corporation law. 
Anson Herrick led the debate on some of the 
principles involved.
Kansas
The Kansas Society of Certified Public Ac­
countants held a meeting on October 17th at 
the Jayhawk hotel, Topeka, at which the fol­
lowing officers and directors were elected: W. 
T. Newman, president; J. D. French, vice-presi­
dent; J. D. M. Crockett, secretary-treasurer; W. 
H. Moberly and R. N. Simmons, directors.
Maryland
At a meeting of the Maryland Association 
of Certified Public Accountants held at the 
Emerson hotel, Baltimore, on October 11th, G. 
H. Pouder addressed the members on "The 
business of the port of Baltimore.”
The next meeting of the association will be 
held on November 22nd and will be a joint
meeting of that association, the Baltimore chap­
ter of the National Association of Cost Ac­
countants, Baltimore controller’s group of the 
National Retail Dry Goods Association, Balti­
more chapter of the Society of Industrial Engi­
neers and the Baltimore Association of Credit 
Men. Harry A. Hopf is expected to address 
this meeting, at which it is expected there will 
be an attendance of approximately 500.
Michigan
A meeting of the Michigan Association of 
Certified Public Accountants took place at the 
Harmonie Society building, Detroit, on October 
13th. John L. Lovett, general manager of the 
Michigan Manufacturers Association spoke on 
the question, "What is Michigan’s tax prob­
lem?”
On November 10th the association held its 
eighth annual accounting conference at the 
Michigan Union, which was a joint meeting 
with the school of business administration of 
the University of Michigan, and the Michigan 
Society of Public Accountants.
The morning session was devoted to a dis­
cussion of the amplification of financial state­
ments. The discussion was based on requests 
which public accountants receive from bankers 
for more information in the financial statements 
themselves, rather than in the accompanying 
comments or certificate. George D. Bailey of 
Detroit discussed the present tendency of some 
corporations to reduce their building and equip­
ment values on the balance-sheet. Alexander 
Wall, secretary of the Robert Morris Associates, 
spoke on the importance of accuracy and com­
pleteness in the preparation of an audit. Eric 
L. Kohler, Chicago, delivered an address at the 
banquet on the trend toward financial standards.
Nebraska
The October meeting of the Nebraska So­
ciety of Certified Public Accountants was held 
at Omaha on October 25th.
The legislative committee of the society, of 
which R. H. Van Boskirk is chairman, pre­
sented a proposed accountancy bill which is to 
be introduced at the next session of the legis­
lature.
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The tenth annual fall conference of the New 
York State Society of Certified Public Accoun­
tants was held at the Waldorf-Astoria hotel on 
October 31st. The meeting occupied the en­
tire day. At the morning session, after routine 
business had been transacted, there was discus­
sion of the auditing of machine-kept records, 
arranged by the society’s committee on account­
ing machinery. An exhibit of accounting ma­
chinery was on view in the Astor Gallery of 
the hotel.
A buffet luncheon was served in the hotel. 
The afternoon session was devoted to profes­
sional problems bearing entirely upon account­
ing practice. Morris C. Troper read a paper 
entitled "Is specialization in the practice of ac­
countancy as to type of service rendered or in 
particular industries a desirable development?” 
Lessons which accountants and their clients may 
learn from the events of the last three years 
were the subject of two papers by De Witt C. 
Eggleston and Bernard J. Reis.
At the evening session John T. Flynn, author 
and journalist, delivered an address on "Busi­
ness facts for the public and the certified pub­
lic accountant.” Newman L. Hoopingarner, 
professor of business psychology, New York 
University, spoke on the question, "What part 
does personality play in the success of the cer­
tified public accountant?”
New York
A special bulletin entitled "A general dis­
cussion relating to the auditing of machine- 
kept records” has been published by the New 
York state society. It contains a foreword and 
five articles by members of the society’s com­
mittee on accounting machinery and it formed 
a basis for discussion at the morning session of 
the all-day meeting on October 31st. The con­
tents of the bulletin include a foreword by 
Charles J. Maxcy, chairman of the committee, 
and articles on "Errors— their prevention and 
detection” by S. Carlton Kingston and Lewi 
Gluick; on "Function of professional accoun­
tants in planning and installing machine meth­
ods,” by J. Andrew Crafts; on "Auditing of 
punched-card records,” by William R. Donald­
son; on "Auditing of records kept by cashier 
type machines,” by Jacob Bennett, and on "Co­
operation between certified public accountants 
and bookkeeping machine manufacturers,” by 
Justin Jacobs.
At the thirteenth annual meeting of the 
North Carolina Association of Certified Public 
Accountants held at the Chamber of Commerce, 
Charlotte, October 20th to 22nd, the follow­
ing officers and directors were elected: Neal S. 
Zeigler, president; William E. Stevens, vice- 
president; Karl E. Thies, secretary; Thomas P. 
Zum Brunnen, treasurer; Leslie A. Heath, John
B. McCabe, Frederick Moore and James I. 
Mason, directors.
Certain restrictive measures were written into 
the by-laws which it is hoped will provide in­
creased protection both to the public and to the 
members. Special steps were taken towards the 
elimination of competitive bidding and the 
placing of the profession on a high ethical 
 plane.
Reports were received from various local 
committees which had been appointed to as­
sist taxpayers’ leagues in several cities in the 
state.
Texas
At the annual meeting of the Texas Society 
of Certified Public Accountants held at the 
Baker hotel, Dallas, October 13th and 14th, the 
following officers were elected: J. A. Phillips, 
president; H. W. Goodson, vice-president; C.
F. Milledge, secretary-treasurer.
During the meeting the following addresses 
were delivered: "The society and the certified 
public accountant,” by E. R. Burnett, Dallas; 
"Income-tax procedure in revenue agent’s of- 
five,” by W. L. McBride, internal-revenue agent 
in charge, Dallas; "Coöperation betwen bankers 
and accountants,” by J. M. Cumby, vice-presi- 
dent of the Republic National Bank and Trust 
Company, Dallas; "New rules of the state 
board,” by W. D. Prince, Dallas; "Local or­
ganizations,” by Frank L. Wilcox, Waco; "The 
business cycle and the accountant,” by L. H. 
Fleck of the Southern Methodist University; 
"How accountants may cooperate with their 
wives”, by Mrs. Charles H. Schoolar, president 
of the Accountants Wives’ club; "Professional 
ethics”, by H. F. Lively; "1932 and your 
clients’ creditors”, by H. C. Burke, Jr., vice- 
president of the Continental National Bank of 
Fort Worth; "Judiciary reform”, by M. N. 
Chrestman, chairman, state committee on 
judiciary reform, Dallas.
North Carolina
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ANNOUNCEMENTS
A. Henry Baum announces the removal of 
his office to 22 East 40th street, New York, 
N. Y.
Louis G. DeVilliers and company announce 
the opening of offices at 205 North Main street, 
Santa Ana, California.
Robert Douglas & Company, Boston, an­
nounce the removal of their office in Lawrence, 
Massachusetts to the Bay State building.
Espinoza & Ragland announce the removal 
of their offices to 1115 Bankers building, Los 
Angeles.
A. Joel Jackson, M. Lee Goodman and Ed­
ward T. Caton announce the formation of the 
partnership of Jackson, Goodman & Caton and 
the opening of offices in the Law building, 
Norfolk.
Announcement has been received of the 
opening of an office by Scovell, Wellington & 
Company in the First National Bank building, 
New Haven, Connecticut.
"Why tax-exempt real estate?” is the title 
of an article by Robert Atkins, New York, 
which appeared in a recent issue of Credit 
Executive.
Harold E. Bell, Sharon, has accepted the 
chairmanship of the utility rate committee of 
the Shenango Valley. On October 25th, Mr. 
Bell, addressed the Kiwanis club on "Taxa­
tion.”
J. K. Brelsford, Topeka, delivered an ad­
dress before the school of business adminis­
tration of the University of Kansas on October 
27th. The subject of his talk was "Recent de­
velopments in the accounting profession.”
"A practical plan for salary standardization” 
was the subject of an address given by R. A. 
Bryant, Chicago, before the Office Management 
Association on October 27th.
Harvey S. Chase is the author of an article 
entitled "Reduction of governmental expendi­
tures, federal, state and local” which appears in 
the November 2nd issue of the Boston Trans- 
script.
Willard J. Graham and Wilber G. Katz, 
Chicago are the authors of a book entitled 
Accounting in law practice published in Sep­
tember by Callaghan & Co., Chicago.
G. W. Heath, Detroit, has been appointed a 
member of the tax committee of the Detroit 
board of commerce.
Henry Knust, Hartford, is serving as chair­
man of the auditing division of the Hartford 
community chest campaign during the month 
of November.
At a meeting of the Kiwanis club on Oc­
tober 15th at El Dorado, Caddie H. Kinard 
spoke on the revenue act of 1932.
Eustace LeMaster, Spokane, was appointed 
chairman of the Republican central committee 
of Spokane county on September 24, 1932.
William E. Hill, Chicago, spoke on "The 
job ahead” at a meeting of the International 
Association of Milk Dealers on October 17th 
at Detroit.
G. A. Treadwell, New Orleans, was ap­
pointed associate chairman of the community 
chest bureau in charge of professional associa­
tions.
On October 15th Clarence L. Turner, Phila­
delphia, was appointed chairman of the ac­
countants group of the American Red Cross 
roll call.
The October issue of the Robert Morris As­
sociates monthly bulletin contained an article 
by O. V. Wallin, Philadelphia, entitled "Aids 
to safer credit granting, and what you can do 
to help.”
"General accounting” was the title of a 
paper read by H. W. Wallis, Worcester, before 
a meeting of the Harmony club on October 
13th.
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Examinations
Reports of the results of the November ex­
aminations were forwarded to cooperating state 
boards under date of December 16th.
Approximately four hundred and fifty can­
didates sitting in thirty-one cooperating states 
and territories tried the Institute’s examinations 
at the November sessions. Other jurisdictions 
which regularly cooperate with the Institute 
did not hold examinations this fall.
Amendment to By-Laws Effective
Under date of December 1, 1932, the presi­
dent of the Institute has declared effective 
amendments to article II, section 5, (a), (b ), 
and (c) of the by-laws, which were adopted by 
more than a two-thirds vote at the annual meet­
ing on October 18th and were subsequently 
ratified by a majority of the members by mail 
ballot.
The amendments require that applicants for 
associateship shall have been engaged in pub­
lic practice for a period of at least one year 
next preceding the date of application, or in 
accountancy instruction for four years next pre­
ceding the date of application.
The amount of experience required is the 
same as it was before the amendment, but 
prior to the new regulation applicants who had 
withdrawn from public accounting practice or 
accountancy instruction were eligible for asso­
ciateship.
The new amendment was proposed by the 
board of examiners in the belief that it would 
be consistent with the Institute’s character as a 
professional organization of practising public 
accountants.
The text of the amended sections of the by­
laws is as follows:
"Sec. 5. The following persons may qualify for 
examination and election as associates of the In­
stitute, provided, that they shall be not less than 
twenty-one years of age and shall present evidence 
of preliminary education satisfactory to the board of 
examiners:
(a) Accountants who shall have been in practice 
on their own account or in the employ of a practis­
ing public accountant for not less than five years, 
at least one year of which shall have next preceded 
the date of application. Applicants may receive 
credit for two years’ public practice if they are in
possession of certified public accountant certificates 
of acceptable standard or if they are graduates of 
accounting schools recognized by the board of ex­
aminers, but no applicant shall be admitted to ex­
amination or recommended for election who shall 
have had less than three years of actual public prac­
tice, at least one year of which shall have been in 
the United States of America.
(b ) Accountants in possession of accountants’ 
certificates issued under the laws of foreign govern­
ments and accepted by unanimous action of the board 
of examiners, who shall have been in practice on 
their own account or in the employ of a practising 
public accountant for not less than three years, at 
least one year of which shall have next preceded the 
date of application, and at least one year of which 
shall have been in the United States of America.
(c) Accountants who shall have been engaged in 
accountancy instruction, in schools recognized by the 
board of examiners, for a period of not less than 
four years next preceding the date of application.”
Committee Appointments
The president of the American Institute of 
Accountants has appointed the following com­
mittees for the fiscal year 1932-1933:
Co m m it t e e  o n  A rbitr a t io n
Walter Niles Dean, Chairman, New York
H. V. Robertson, Texas
Roscoe H. Belknap, Massachusetts
Co m m it t e e  o n  B udget and  F in a n c e  
Philip N. Miller, Chairman, New York 
John Flint, New York 
Geoffrey G. Rowbotham, New York
C o m m it t e e  o n  B y -L a w s
George Armistead, Chairman, Texas 
M. H. Barnes, Georgia 
John W . Burrows, California
C o m m it t e e  o n  Cred en t ia ls
G. V. W . Lyman, Chairman, Louisiana 
Frank C. Taylor, Texas 
Cecil G. Robinson, Louisiana
Co m m it t e e  o n  E d u ca tio n  
For Three Y ears:
J .  Hugh Jackson, Chairman, California 
James M. McConahey, Washington 
For Two Y ears:
William A. Paton, Michigan 
For One Y ear:
John R. Wildman, New York 
George E. Bennett, New York
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Co m m it t e e  o n  F ed era l  L eg isla tio n  
N orman Loyall McLaren, Chairman, California 
G eorge Cochrane, N ew  Y o rk  
Leon E . W illiam s, D istrict of Columbia
Co m m it t ee  o n  M e etin g s  
Archie M . Smith, Chairman, Louisiana 
Henry Jumonville, Louisiana 
George A. Treadwell, Louisiana
Co m m it t ee  o n  P u b l ic a t io n  
John B. Niven, Chairman, New York 
William D. Cranstoun, New York 
John C. Scobie, New York
Co m m it t e e  o n  St a t e  L eg isla tio n  
Will-A. Clader, Chairman, Pennsylvania 
Edward Fraser, Missouri 
Edward J .  Stegman, Maryland
Sp ec ia l  C o m m it t e e  o n  A c c o u n t in g  P ro ced u re 
James Hardwick Stagg, Chairman, New York 
William H. Bell, New York 
P. W . R. Glover, New York 
Vivian Harcourt, New York 
Walter A . Staub, New York
Sp e c ia l  Co m m it t e e  o n  A d m in istra tio n  o f  
E n d o w m e n t  
T . Edward Ross, Chairman, Pennsylvania 
D avid L . Grey, M issouri 
John R. Ruckstell, California  
Charles R. Trobridge, New Y ork  
W illiam  H . W est, New Y ork
Sp ec ia l  Co m m it t e e  o n  A p p o in t m e n t  o f  A u ditors 
Charles Oliver Wellington, Chairman, New York 
Reynold E. Blight, California 
George S. Olive, Indiana 
George W . Rossetter, Illinois 
Herbert M. Temple, Minnesota
Sp ec ia l  Co m m it t e e  o n  Co m m er c ia l  A r bitra tio n  
Lewis Wintermute,Chairman, Ohio 
Louis G. Battelle, Ohio 
Pearce Crane Davis, Washington 
Caddie H. Kinard, Arkansas 
Roscoe L. Thomas, Montana
Sp ec ia l  Co m m it t e e  o n  Coöp er a t io n  w it h  
B a n k er s
Frederick H. Hurdman, Chairman, New York
Arthur Berridge, Oregon
George L. Bishop, Massachusetts
William Bynner Campbell, New York
George E. Frazer, Illinois
William R. Main, Pennsylvania
Edwin H. Wagner, Missouri
Special Committee on  D evelopm ent o f  t h e  
In s titu te  
Edward E. Gore, Chairman, Illinois 
M. H. Barnes, Georgia 
Jay E. Bigham, Florida 
Robert L. Bright, Tennessee 
Myrtile Cerf, California 
William L. Clark, Oklahoma 
William H. Compton, New Jersey 
Robert Hall Crook, Mississippi 
Allen C. Ellis, Oregon
H. W . Gifford, Kansas 
J. H. Gilby, Illinois 
James D. Glunts, Massachusetts 
Louis S. Goldberg, Iowa 
Frank W . Hawley, Michigan 
F. S. Jacobsen, Montana 
Chester A. Jordan, Maine 
Roy Karshner, Georgia 
Lincoln G. Kelly, Utah 
Wayne Kendrick, District of Columbia 
Edwin Ellsworth Leffler, New York 
Rene J . LeGardeur, Louisiana 
Elton C. Loucks, Nebraska 
Harry J .  Mack, Delaware 
Fred L. Main, New York 
William J .  P. Moonan, Ohio 
Allan Muddiman, Alabama 
Kennon Webster Parham, North Carolina 
Carl Penner, Wisconsin 
David B. Peter, Missouri 
Raymond H. Rebsamen, Arkansas
O. G. Richter, Pennsylvania 
Lewis Sagal, Connecticut 
August J . Saxer, Missouri 
William M. Schantz, North Dakota 
Neil Sexton, Washington 
J .  Bryan Stephenson, New Mexico 
Maurice W . Stoffer, Minnesota 
William Robertson Tolleth, Virginia 
Clarence L. Turner, Pennsylvania 
Patrick J .  Walsh, Arizona 
David McEwan Watson, Colorado 
Frank L. Wilcox, Texas 
Arthur Wolff, California 
Ernest E. Wooden, Maryland
S. S. Yeoman, Indiana 
L. Tipton Young, Kentucky
Sp ec ia l  Co m m it t ee  o n  In t e r n a t io n a l  D o u b l e  
T a x a t io n
Henry B. Fernald, Chairman, New York 
Norman G. Chambers, New York 
Joseph J. Klein, New York
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S p e c i a l  Co m m it t e e  o n  C o o pera tio n  w i t h  
In v e s t m e n t  B a n k er s  
L ewis Ashman, Chairman, Illinois 
Charles B . Couchman, N ew  Y ork
H . A . Finney, Illinois 
Frederick H . Hurdman, N ew  Y ork  
Louis G . Peloubet, N ew  Jersey
Sp e c ia l  C o m m it t e e  o n  N a t u r a l  B u s in e s s  Y e a r
A. S. Fedde, Chairman, New York 
Paul K. Knight, New York 
Eustace LeMaster, Washington 
Harold James Matteson, Minnesota 
Robert E. Payne, Illinois
Sp e c ia l  C o m m it t e e  o n  C o o p e r a t io n  w i t h  St o c k  
E x c h a n g e s  
George O. May, Chairman, New York 
Archibald Bowman, New York 
Arthur H. Carter, New York 
Charles B. Couchman, New York 
Samuel D. Leidesdorf, New York 
William M. Lybrand, New York
Sp e c ia l  C o m m it t e e  o n  T e r m in o l o g y  
Robert H. Montgomery, Chairman, New York 
Alexander H. Beard, New York 
Eric L. Kohler, Illinois 
Walter Mucklow, Florida 
Gabriel A. D. Preinreich, New York
New Committees
John F. Forbes, president of the American 
Institute of Accountants, has created three new 
committees this year and has changed the title 
of one whose scope is to be increased. The 
new committees are a special committee on co­
öperation with investment bankers, to which 
reference is made elsewhere in this Bulletin, a 
special committee on appointment of auditors 
and a special committee on development of 
the Institute. A special committee on com­
mercial arbitration has been appointed in place 
of the special committee on cooperation with 
arbitration associations, which in the past few 
years had been rendering assistance in the pas­
sage of arbitration laws in the various states. 
The new committee will perform all the func­
tions required of the old but in addition may 
initiate other activities related to commercial 
arbitration, in so far as it affects accountants.
S p e c ia l  C o m m i t t e e  o n  A p p o i n t m e n t  
o f  A u d it o r s
Discussion following a paper presented at 
the annual meeting of the Institute in October 
on compulsory audits of corporations, appoint­
ment of auditors by stockholders and statutory 
certificates, by Frederick B. Andrews, indicated 
a desire of the membership to have further 
consideration given the question of appoint­
ment of auditors. Accordingly the president 
has created a special committee to consider 
the proposals presented by Mr. Andrews and 
those who discussed his paper at Kansas City; 
to study the arguments for and against legal 
requirements prescribing the manner in which 
auditors may be appointed; to review state laws 
already in existence which bear upon the sub­
ject, and to present to the council such recom­
mendations as seem desirable. The personnel 
appears in the list of committee appointments.
S p e c ia l  C o m m i t t e e  o n  D e v e l o p m e n t  
o f  t h e  I n s t it u t e
Fifty members in various sections of the coun­
try have been appointed to the new special com­
mittee on development of the Institute, one of 
whose purposes is to act as a liaison agency 
between the Institute and its members and 
other professional accountants. Edward E. 
Gore, past president of the Institute, has ac­
cepted the chairmanship of the new commit­
tee and has outlined an initial program of 
activity. The following activities have been 
suggested in a letter to members of the com­
mittee :
"1. Committee activities:
"Upon receipt of the year-book each member of 
the committee should familiarize himself gen­
erally with the activities of the Institute dur­
ing the past year and should forward to the 
secretary any specific suggestions which may 
occur to him as to the manner in which the 
various standing and special committees might 
increase their usefulness to the profession.
"2. Cooperation with local societies:
"Members of the special committee on develop­
ment of the Institute will, it is hoped, report 
to meetings of state societies of certified pub­
lic accountants the current activities of the In­
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stitute and offer the local societies the coopera­
tion of the Institute in any activity in which 
the executive offices or various committees 
might be of service.
”3. M em bership:
"The members of the special committee are re­
quested to encourage application for admission 
to the Institute on the part of men whom they 
know to be qualified and to be desirable mem­
bers of the profession. Information that 
initiation fees will be refunded during the cur­
rent year should be disseminated as widely as 
possible.
"4. Publicity:
"It is hoped that members of this committee will 
seize every opportunity to acquaint bankers and 
business men with the purposes and activities 
of the Institute. A pamphlet describing the 
structure and accomplishments of the organi­
zation is now in process of preparation, and 
copies will be mailed to every member in the 
near future. Additional copies will be avail­
able for distribution to those who may be in­
terested.
"5. Civic and public affairs:
"The most valuable publicity obtainable is that 
derived from active participation in civic and 
public affairs, and there has never been a time 
when the opportunity for an accountant to 
demonstrate his capacity for usefulness to his 
community, and perhaps to his state and the 
nation, has been so apparent as now, when 
every subdivision of government, national, 
state and local, is so much concerned with the 
problems of taxation, budgeting, poor relief 
and other questions involving finance and ac­
counts. The special committee will find at its 
command the established facilities of the In­
stitute for the collection of information to be 
had only from the experience of its members, 
accumulated through long years of successful 
practice. Each member of the committee can 
serve well the Institute and his community in 
seeking opportunities for himself and other 
accountants to lend their professional aid to 
all movements intended to advance the public 
interest.”
EMPLOYMENT 
Members and associates are reminded that 
the employment exchange of the American In­
stitute of Accountants maintains a register of 
accountants available for permanent or tem­
porary staff positions of all grades.
Cooperation with Investment Bankers
A recommendation that investment bankers 
take part in the movement to improve corporate 
accounting methods was included in the report 
of the committee on industrial securities of 
the Investment Bankers Association of Amer­
ica, rendered at the annual meeting of the as­
sociation at White Sulphur Springs, October 
17-26, 1932. The section of the report deal­
ing with accounting reform is as follows:
"This seems an opportune time for the investment 
banker to take a part in the movement to improve 
the method of accounting by corporate enterprises. 
This committee has made some study during the 
past year in conferences with representatives of the 
American Institute of Accountants and expects to 
continue its studies in the hope that it may offer 
next year some concrete suggestions and advice.
"It  seems obvious that certain general principles 
should be observed in the preparation of balance- 
sheets and income-statements. Some of these gen­
eral principles might embrace the following:
"1. Balance-sheets should set forth in clear and 
readily understandable terms the component items 
thereof with the purpose of presenting as nearly ac­
curate a picture, as is possible, of the undertaking 
at a given date.
"2. The changes in financial condition since the 
last reporting date should be clearly indicated in a 
statement or statements covering operations, surplus 
and reserves which would include all adjustments 
whether or not considered applicable to the current 
period. The statement covering operations should 
be in sufficient detail to disclose at least the most 
important factors. Statements of surplus and re­
serves should indicate clearly the nature of additions 
and deductions.
"The appropriate statements should invite atten­
tion to any change in policy as to valuation of as­
sets, provision for depreciation or other contingencies.
"In  addition to those general principles there are 
a number of other problems upon which there may 
not be at the present time any united opinion as to 
their treatment in the balance-sheet and income 
statement. It is the intention of this committee to 
take advantage of the assistance which has been 
offered by the American Institute of Accountants to 
study these questions and attempt to arrive at some 
conclusions which would seem to us to offer an 
improvement in the method of accounting and re­
porting to the public. Some of the matters which
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this committee has planned to study may be briefly 
commented upon as follows:
"Treasury stock and bonds.— How should this item 
be carried in the balance-sheet and what disposition 
should be made of dividends upon the company’s 
own stock owned but not retired.
"Plant revaluation.— To study the trend in reduc­
tion of plant valuation and its effect on the income 
statements as a result of the reduced charge for de­
preciation. How should the earnings of a corpora­
tion be computed where the entire plant and the 
property accounts had been written off.
"Reserves.— What treatment shall be accorded the 
various classes of reserves in considering the earn­
ings per share upon the stock of a given enterprise. 
Shall it be required that full disclosure be made with 
reference to the character of these reserves and the 
charges made against them with their possible effect 
on the income of the corporation for that year if 
no such cushion had been provided against which to 
absorb extraordinary charges.
"Consolidated statements.— The inclusion of for­
eign property accounts in the balance-sheets of 
domestic corporations presents some difficult problems 
in exchange as a result of the dislocation of foreign 
currencies. There are other problems in connection 
with the preparation of consolidated statements 
which should receive consideration. For instance, the 
basis for consolidation is important and the reason 
for the exclusion of certain subsidiaries may be 
significant.
"Stock dividends.— While the treatment of stock 
dividends may not occupy as prominent a position 
in the future as it has in the past, nevertheless it 
is a very controversial subject and one on which 
there should be some consensus of opinion. Much 
has been written upon the subject but no generally 
accepted principle has been laid down for the guid­
ance of business in the preparation of statements.
"In addition to meetings with members of the 
American Institute of Accountants, this committee 
has met with representatives of the New York stock 
exchange in connection with this general problem. 
We further understand that the Institute hopes to be 
able to make tangible suggestions to the stock ex­
change, of such practical nature that they might 
eventually become requirements in the listing of 
securities.
"Also, we ourselves have talked with the stock 
exchange on this subject, and it is our opinion that 
by the cooperation of the New York stock exchange, 
the American Institute of Accountants and the Invest­
ment Bankers’ Association, progress could be made 
and real accomplishment attained in this very vital
matter. To this end we offer the suggestion that a 
committee be formed for the coming year to include a 
representative from each of these three associations.”
The report of the public-service securities 
committee, submitted at the same meeting, 
emphasized the weakness of secrecy as to inter­
company relations within a holding company, 
and recommended complete information on the 
earnings and financial condition of all the com­
panies involved. The report reads, in part, as 
follows:
"At a time when basic and fundamental conditions 
are rapidly changing it seems desirable, if possible, 
to point out a fundamental weakness that has been 
brought into prominence and to indicate the course 
to be followed in order to eliminate this weakness. 
There is one such weakness, not confined exclusively 
to public-service securities by any means, but which 
is largely present in the public-utility field, that has 
become very prominent during this period of depres­
sion. I refer, of course, to the secrecy sometimes 
present in holding companies. Capitalizations utiliz­
ing holding companies have been at times employed 
in the public-utility field and the opportunity for 
questionable practice, if not absolute fraud, has been 
emphasized during difficult economic conditions. It 
is unnecessary to give examples. Everyone with the 
least familiarity with this subject can supply plenty 
of examples from their own knowledge. It would 
seem, however, that as a result of the past year’s 
experience in the employment of holding companies, 
the corporate form should be as simple as possible 
and that frequent and detailed statements of every­
thing affecting the earnings and financial condition 
of all the companies involved should be given to 
the public so that security holders may not be de­
ceived by complicated intercompany transactions or 
intercompany contracts and may have the fullest pos­
sible information on which to estimate the value of 
their securities. Reputable firms should refuse to 
deal in the securities of companies that do not give 
such information and should not recommend them 
to their customers. Finally, the pertinent informa­
tion should be contained in circulars and advertise- 
ments in such form that actual conditions are simply 
and clearly represented.”
Sp e c ia l  C o m m it t e e  o n  C o o p e r a t io n  
w i t h  I n v e s t m e n t  B a n k e r s
The president of the American Institute of 
Accountants has appointed for the first time a 
special committee on cooperation with invest­
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ment bankers. During the past year or two 
the Institute has conducted a more or less in­
formal exchange of opinion with the industrial 
securities committee of the Investment Bankers 
Association of America, through the special 
committee on cooperation with bankers. Since 
the chief function of that committee, however, 
is to cooperate with the Robert Morris Asso­
ciates in matters affecting financial statements 
for credit purposes, and since it now appears 
likely that communication between the invest­
ment bankers and the Institute will increase in 
frequency and in volume, the president con­
siders it desirable for a separate committee to 
deal with the Investment Bankers Association. 
The personnel of the new committee is shown 
in the list of committee appointments.
Coöperation with Bankers
The Institute’s special committee on co­
öperation with bankers, together with the 
Robert Morris Associates national committee 
on cooperation with public accountants, has 
been encouraging the extension of facilities for 
cooperation between bankers and accountants 
by establishment of local committees.
Several local chapters of the Robert Morris 
Associates have formed committees to co­
öperate with accountants, and in those places 
the state societies of certified public accountants 
have created committees to work with the 
bankers. In several places joint meetings have 
been held. In other cities there have been in­
formal conferences between local bankers and 
accountants as a preliminary step toward the 
creation of more formal procedure.
In an effort to coordinate such activity and 
to provide a means for interchange of opinion 
among the various accountants’ committees in 
the several states, the Institute’s special com­
mittee on cooperation with bankers has dis­
patched a letter to all state societies, offering 
its services in any way in which it can be help­
ful. The text of the letter, which was issued 
under date of November 16th, is as follows:
"The American Institute of Accountants’ special 
committee on cooperation with bankers has col­
laborated with the Robert Morris Associates in en­
couraging the formation of local committees of ac­
countants and bankers in various cities to cooperate 
in consideration of mutual problems.
"In  order that the work may be coordinated 
throughout the country, particularly with a view to 
avoiding conflict in technical opinions offered by 
accountants in various places, the Institute’s com­
mittee would be happy to establish communication 
with state society committees on cooperation with 
bankers, wherever such committees exist.
"The Institute’s committee is in close touch with 
the Robert Morris Associates national committee on 
cooperation with accountants, and it is believed that 
the proposed collaboration with local societies will 
be advantageous to all concerned.
"Accordingly, it would be appreciated if you would 
send us the names and addresses of the members of 
your committee on cooperation with bankers, if such 
a committee has been appointed. It would also be 
appreciated if you would place this letter in the 
hands of the chairman of that committee with the 
request that he advise us in a general way of the 
progress which has been made in cooperation be­
tween accountants and bankers in your state.”
State Legislation
At the suggestion of the Institute’s commit­
tee on state legislation attention is directed to 
rule number seven of the rules of professional 
conduct, which provides that members or as­
sociates participating in efforts to secure any 
local or federal legislation affecting the prac­
tice of accountancy shall notify the secretary 
of the Institute, who in turn shall at once ad­
vise the executive committee or the council.
The committee on state legislation welcomes 
communications from state societies of certified 
public accountants considering the amendment 
of C. P. A. laws. The Institute’s files contain 
a wealth of material on state legislation and 
the experience of the Institute’s committees in 
considering bills of various descriptions will 
be made available to local committees.
It is desirable that state laws dealing with 
the practice of accountancy be consistent and 
uniform so far as it is possible, and the In­
stitute’s committee believes that it may perform 
a helpful service by acting as the clearing house 
of information on legislative questions.
Nearly all the state legislatures will meet 
in regular session in 1933 and several of those 
which do not regularly convene in odd years 
may meet in special sessions.
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"Share-the-Work”
At the annual meeting of the American In­
stitute of Accountants at Kansas City, Missouri, 
October 19, 1932, the following resolution en­
dorsing "Share-the-Work” movement, an ac­
tivity of the Federal Reserve Banking and In­
dustrial Committees, was adopted:
WHEREAS, our country still faces a grave situ­
ation in the matter of unemployment, despite 
increasing confidence that points to business re­
covery, and
WHEREAS, our national progress will be seriously 
impeded unless special steps are taken to relieve 
the widespread unemployment of workers of 
every class, and
WHEREAS, a broader distribution of work and 
spending power will restore in our people the 
feeling of security that is so vital a factor in 
our nation’s welfare, and
WHEREAS, the "Share-the-Work” movement of 
the federal reserve banking and industrial com­
mittees affords the most effective and practical 
means of securing the desired end, and
WHEREAS, the members of the American Insti­
tute of Accountants are exceptionally well quali­
fied to explain the "Share-the-Work” plan to 
the business public, and to assist in its installa­
tion, therefore, be it
RESOLVED, That the American Institute of Ac­
countants wholeheartedly endorses the "Share- 
the-Work” movement and pledges its member­
ship to cooperate fully with local federal reserve 
banking and industrial committees throughout 
the country in urging the adoption of the plan.
The coordination committee of the share- 
the-work movement, of which Walter C. 
Teagle is chairman, has accepted the Institute’s 
offer of cooperation, and has requested its as­
sistance in establishing communication between 
accountants and the local chairmen of the 
coordination committees in the various geogra­
phical districts.
The essential objects of the share-the-work 
movement are stated as follows:
1. To check the upward trend of unemployment, 
when work is reduced for seasonal or other 
reasons, by employing the greatest possible 
number of workers on a shortened working 
schedule, thus avoiding adding to unemploy­
ment.
2. To decrease unemployment by a wider spread­
ing of work now available among a larger 
group of employees working shorter periods, 
rather than by employing a smaller group work­
ing longer periods.
3. Whenever an increasing volume of business 
permits employing additional personnel, to do 
so by distributing the increased work to the 
greatest possible number, rather than by work­
ing longer schedules.
It is believed that professional accountants 
are in a particularly advantageous position to 
further the share-the-work theory in that they 
may point out to clients the economic advan­
tages of maintaining a staff of trained em­
ployees adequate to carry on operations in a 
normal period, even though in a period of de­
pression each employee may be permitted to 
work only part time.
The president urges each member of the In­
stitute to cooperate in furthering this move­
ment. The Institute in annual meeting as­
sembled has expressed its conviction that the 
share-the-work plan offers an opportunity for 
the accountancy profession to make a substan­
tial contribution to economic recovery. The 
extent of that contribution depends upon the 
cooperation of individual members.
Literature describing the share-the-work plan 
is available upon request. Local represen­
tatives of the coordination committee are as 
follows:
Dist.
Winthrop L. Carter, Nashua, N. H. 1st
Alfred P. Sloan, Jr., New York, N. Y. 2nd
Herbert J .  Tily, Philadelphia, Pa. 3rd
John E. Galvin, Cleveland, Ohio 4th
C. A. Cannon, Kannapolis, N. C. 5th
Ben S. Read, Atlanta, Ga. 6th
George A. Ranney, Chicago, Ill. 7th
George C. Smith, St. Louis, Mo. 8th
S. W . Dittenhofer, St. Paul, Minn. 9th
Conrad Mann, Kansas City, Mo. 10th
W . S. Farish, Houston, Texas 11th
K. R. Kingsbury, San Francisco, Cal. 12th
Members who participate in the share-the- 
work movement are requested to notify the sec­
retary accordingly.
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The executive committee held its second meeting 
of the current year on December 2nd. Those pres­
ent were Arthur W . Teele, acting chairman; Charles
B. Couchman, James Hall, Charles F. Rittenhouse, 
A. P. Richardson, editor, and John L. Carey, secre­
tary. Routine business occupied most of the session.
Meetings
The board of examiners held a regular monthly 
meeting at the Institute’s offices on December 13th. 
Those present were Elmer L. Hatter, chairman; 
Donald Arthur, George K. Hyslop, Charles E. 
Mather, Raymond C. Reik, Francis Small and the 
secretary. The board considered appplications for 
admission to the American Institute of Accountants, 
of which thirty-five have been received since the an­
nual meeting in the middle of October. A sub­
committee, which had met to revise a bibliography 
of suggested texts for reading in preparation for 
accountancy examinations, rendered a report and an­
nounced that it had had the assistance of members 
of the Institute’s committee on education as well as 
professors of accountancy in leading universities. 
The board instructed the secretary to include the re­
vised bibliography in the next edition of the board’s 
circular of information. A report of the results 
of the November examinations was accepted by the 
board.
The committee on publication met at the Down­
town club, New York, December 7th. The follow­
ing were present: John B. Niven, chairman, John C. 
Scobie, the editor and the secretary. Production of a 
new book by the American Institute Publishing Com­
pany, Inc., was approved. The committee authorized 
issuance of a catalogue of the publications now in 
print.
Members of the special committee on terminology 
met with Lloyd Morey, chairman of the national com­
mittee on standard reports for institutions of higher 
education, at the Yale club, New York, November 
18th, to discuss accounting terminology in institu­
tional accounts. Those present, in addition to Mr. 
Morey, were Alexander H. Beard and Gabriel A. 
D. Preinreich, member of the Institute’s committee, 
William B. Franke and A. van Oss, assistants to Mr. 
Morey’s committee and the Institute’s committee, re­
spectively, and the secretary of the Institute.
A meeting of the special committee on terminology 
has been arranged for December 15th at the offices
of the chairman, Robert H. Montgomery. This meet­
ing will be devoted to discussion of procedure in 
continuing revision of the tentative report on ac­
counting terminology published in 1931. The re­
vision was begun last year.
1932 Year Book
The 1932 Year-book of the American In­
stitute of Accountants will be published about 
December 20th.
Publication will occur a month later than 
usual because of the fact that the annual meet­
ing was held in October this year, instead of 
September, necessarily delaying appointment 
of committees and preparation of reports and 
the proceedings at the meeting.
The year-book will contain an alphabetical 
and geographical list of members and associ­
ates of the Institute with the firm affiliation of 
each. The book will also contain a list of 
officers and committees, reports for the past 
fiscal year, a summary of proceedings at the 
annual meeting, a list of members of state ac­
countancy boards, and the by-laws and rules 
of professional conduct and the rules of the 
board of examiners.
Northern Ohio Chapter
The fall meeting of the Northern Ohio 
chapter of the American Institute of Ac­
countants was held at the Cleveland Chamber 
of Commerce club, Cleveland, on November 
14th. The following officers were elected: 
Floyd Chilton, president; George L. Lehman, 
vice-president; Lewis Wintermute, secretary- 
treasurer. F. C. Brubaker, Floyd Chilton, 
George J. Lehman, Karl K. Morris and Lewis 
Wintermute were elected directors of the chap­
ter. Bradford B. Smith of the research and 
economics department of the Cleveland Trust 
Company spoke on the "Evolution of the de­
pression”.
Thomas E. C. Roberts
Thomas E. C. Roberts, a charter member of 
the American Institute of Accountants, died on 
November 5th at his home in Hackensack, 
N. J. He was a certified public accountant of 
New York and was not in practice at the time 
of his death.
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Accountants and Bankruptcy 
Examinations
One hundred and nineteen accounting firms 
have been engaged to conduct examinations in 
569 bankruptcy cases in which the Irving Trust 
Company, New York, has acted as receiver 
from January, 1929, to September, 1932; in 
2309, or 53.4 per cent. of all cases, no inde­
pendent accountants have been retained by the 
receiver, and in 1264 cases examinations have 
been made by an accounting firm retained by 
the Irving Trust Company under a special ar­
rangement.
These data are published in a voluminous re­
port, dated November 30, 1932, by the Irving 
Trust Company, which in 1929 was designated 
by the United States district court as official re­
ceiver for all bankruptcies requiring a receiver 
in the southern district of New York.
The court’s appointment of this company 
was believed to be one of the first instances of 
the kind. The appointment followed wide­
spread investigation and agitation on the part 
of bar associations and commercial organiza­
tions, urging a change in bankruptcy procedure 
because of numerous abuses under existing con­
ditions.
The current report gives a complete history 
of the causes and origin of the trust company’s 
appointment as receiver. It describes the re­
ceivership division which has been organized to 
carry on the work and in considerable detail 
outlines the methods of procedure. Numerous 
statistical data relating to the cases in which the 
company has acted as receiver are also pre­
sented.
One complete section of the report is devoted 
to statistics concerning retention of attorneys 
and accountants and appointment of appraisers. 
Following is the text, in part, of the section 
dealing with accountants:
"Here again, as is the case at almost every point 
of bankruptcy administration, the outstanding prob­
lem has been what to do about the numerous and 
preponderant small-asset proceedings.
"In many instances, to be sure, it is found that 
the bankrupt has kept no books or financial records 
at all, or perhaps only a cheque stub book and can­
celed cheques; this is particularly true of voluntary 
non-mercantile bankruptcies, but also occurs in the 
mercantile cases.* In those proceedings, and in 
many other small-asset proceedings where the books
and financial records of the bankrupt are not volumi­
nous, we found it possible to proceed without re­
taining accountants.
"On the other hand, there are a number of small- 
asset proceedings in which scrutiny of the bankrupt’s 
books and financial records by an accountant is de­
cidedly necessary. The more quickly such scrutiny 
can be made the better for the estate, because the 
sooner will diversion of assets tend to be disclosed, 
and the sooner, too, can the machinery be set in 
motion for the collection of receivables. What to 
do in these proceedings, in which the assets are 
often too small to cover the ordinary cost of an ac­
countancy examination, presents a serious and re­
current problem.
"In order to solve this problem we arranged in
1929 with a firm of accountants to have them set up 
a department in space adjoining the book vault of 
the receivership division, to make examinations of 
the bankrupts’ books and financial records in such 
small-asset cases as might be referred to them, at 
agreed hourly rates appreciably below those which 
would ordinarily be charged; and in addition, the 
aggregate charge which could be made in any pro­
ceeding was limited, under this arrangement, accord­
ing to the assets found in the estate. The arrange­
ment also provided that in any proceeding in which 
these accountants merely scrutinized the books and 
records without auditing them and without render­
ing detailed written reports, they should limit their 
charge to $5.00.
"Under the above arrangement it has been pos­
sible to keep accountancy costs down to a minimum 
(in the year from March 1, 1931, to February 29, 
1932, the average cost per proceeding was $36.41), 
and the result has been that we have been able to 
procure the necessary accountancy services in proceed­
ings in which, otherwise, it would not have been 
possible to have them.
"Outside the above-described arrangement (which 
is comparable, of course, with our arrangements for 
procuring legal services in these small-asset proceed­
ings) our general policies and practices in the reten­
tion of accountants are substantially along the lines 
of those set forth in connection with the retention 
of attorneys. Here, too, we believe that the best 
results for the creditors can be obtained by dis­
tributing the work as broadly as is compatible with
* Ig n o ran ce  of a cc o u n ta n cy  princip les and fai lure, 
not n ecessar i ly  w ith  frau dulen t  intent, to keep proper 
books is given as  an  outs tanding  cause  of ban k ru p tcy  
in a  re ce n t  a u th o r i ta t iv e  study, Causes of Co m m erc ia l  
B a n k ru p tc ie s  ( 1932), published by th e  U . S. D e p a r t ­
m e n t  of Commerce.
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procuring, in each instance, the benefit of the ser­
vices of persons and firms with the necessary special 
experience and qualifications.
"The figures with respect to the retention of ac­
countants, up to and including September 30, 1932, 
are as follows:
"O f the 4,324 bankruptcy proceedings in which 
we have acted as receiver and/or trustee, the ex­
amination has been made by the firm to which we 
have referred, under the above-described plan, in 1,- 
264; that firm, and other accounting firms have been 
retained in 569 further proceedings; no outside ac­
countants have been retained in 2,309, or 53.4 per 
cent. of the proceedings; and the remainder, com­
prising 182 proceedings, are proceedings in which 
the division’s own staff made the accounting exami­
nation during the early months of 1929, before the 
above-described arrangement had been made. For 
the examinations thus made by the divisions own 
auditors, no charge was made to the estates.
"The distribution of the accountancy work in the 
said 569 proceedings has been as follows:
Number of Number of Number of
cases accountants cases per
accountant
71 71 1
24 12 2
18 6 3
12 3 4
15 3 5
14 2 7
8 1 8
18 2 9
10 1 10
73 6 11-15
174 9 16-25
132 3 26 up
569 119
"The concentration represented in the last four or 
five brackets of the foregoing figures, is due to the 
fact that in many proceedings we are appointed re­
ceiver or trustee after the affairs of the bankrupt 
have been in the hands of or in administration by a 
creditors’ committee, an assignee for the benefit of 
creditors, or a common-law trustee. In many of those 
proceedings accountants had already completed or 
substantially completed audits of the bankrupts' af­
fairs prior to our appointment. Unless there were 
special circumstances to the contrary, we have usu­
ally, in the interests of economy, asked your authority 
for the continuance of such accountant as accountant
for the receiver or trustee to do such additional work 
as was necessary.
"To some extent, too, the concentration has oc­
curred because in some proceedings creditors have 
urged us, for reasons which commended themselves 
to us, that it would be in the best interests of the 
estate to retain some particular accountants. Here 
again, as in the case of the retention of attorneys, 
we have not always concurred with the creditors’ 
recommendations, but have frequently, for reasons 
deemed persuasive by us and satisfactory to the 
creditors, recommended the retention of other accoun­
tants. On the other hand, the recommendations of 
creditors in this respect are always entertained and 
seriously considered, and in many cases we saw no 
reason why those recommendations should not be ac­
cepted.
"In  the interests of economy, we have adopted the 
following practices:
(a ) Exact instructions are given the accountants 
as to what is desired of them, and the scope of their 
work is limited, as nearly as may be, to the particu­
lar matters indicated by us and our attorneys.
(b ) The receiver’s representative in charge of the 
proceeding and one of the division’s auditors keep 
actively in touch with the work that is being done, 
and cooperate with the outside accountants as far 
as may be necessary or desired.
(c) Finally, the accountants are instructed to use 
the staff of the bankrupt as far as possible, and to 
limit the work of their own men, as nearly as may 
be, to direct the work, to check and summarize the 
facts and to prepare the reports.
"In  those proceedings in which the business is 
being continued, outside accountants are usually re­
tained, if at all, only to audit the accounts for the 
period preceding our appointment.”
Alabama Legislation
An act designating the probate judge of an 
Alabama county as ex officio custodian of the 
county funds provides for the employment of 
an expert accountant annually to examine the 
custodian’s books and vouchers.
The accountant is to be appointed by the 
clerk of the circuit court without notice or in­
formation to the probate judge. The accoun­
tant shall be required to report the condition of 
the custodian’s accounts and shall be invested 
with all the powers and authority conferred by 
law upon the state examiner of public accounts. 
His compensation shall be fixed by the board
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of revenue. The act, which had been desig­
nated house bill No. 482, was approved Oc­
tober 25th.
A bill has been introduced in the Alabama 
legislature to provide for a uniform system of 
accounting in all counties of the state where 
officers have the duty of receiving, disbursing 
and accounting for public funds.
Each county officer shall keep the accounts 
of his office according to the prescribed system 
and shall make periodical financial reports. 
The bill is designated as senate No. 201 x. It 
passed the senate on October 11th and was re­
ported favorably in the house on October 21st.
Bidding Prohibited by North Carolina 
Association
By amendment of the by-laws the North 
Carolina Association of Certified Public Ac­
countants has prohibited bidding for profes­
sional accounting engagements. The amend­
ment took the form of an additional article of 
the by-laws which was adopted at the annual 
meeting of the association, October 20-22, 
1932. The text of the new article follows: 
Article VII 
Competitive bidding
Sec tio n  I— Competitive bidding is declared to be 
inconsistent with the practice of a profession and 
the best interests of the public which it serves.
In order to abolish the practice and to discourage 
the public from seeking bids for accounting service 
the following shall be a rule of this association:
(a) No member shall offer to perform any ac­
counting service for a fee that, in total or by its 
basis of computation is less than that which was last 
received by another member for services rendered 
of substantially the same nature and scope.
(b) Lack of sufficient knowledge and understand­
ing of the work undertaken upon which the last fee 
received was based shall not constitute an excuse 
for violating this rule.
Se c tio n  II— Penalty for violation of section I of 
this article:
(a) All charges of violation of section I of 
article V II shall be referred by members to the board 
of directors in a written report.
(b) The board of directors shall consider this 
report and if, by a unanimous vote of its members, 
probable guilt is not shown the case shall be dis­
missed. When probable guilt is shown the board
shall, on due notice of not less than fifteen days to 
the accused, convene as a trial board of at least five 
members for the purpose of hearing the accused mem­
ber and any others interested. Upon the unanimous 
recommendation of such trial board the board of di­
rectors may, on a unanimous vote, dismiss the case, 
otherwise, the board of directors shall make report 
of its conclusions and recommendations to the next 
regular or special meeting of the members of the 
association for final action by the membership.
(c) Any member may be expelled from the asso­
ciation for infraction of the rules of article V II by 
a two-thirds vote of all members present at any 
regular or special meeting of the association.
State Board Appointments
G eo rgia
Harold M. Heckmann, professor of account­
ing at the University of Georgia, has been ap­
pointed a member of the Georgia state board 
of accountancy to fill the vacancy created by ex­
piration of the term of C. R. Dawson.
Other members of the board are M. H. 
Barnes and W. H. Key, attorney.
N e w  Y o r k
Charles H. Towns, New York, has been ap­
pointed by the board of regents as the fifth 
member of the state board of C. P. A. ex­
aminers to fill the unexpired term ending No­
vember 18th, 1934. He succeeds Ernest B. 
Cobb, who had resigned.
Other members of the New York board are 
George E. Bennett, chairman, Norman E. Web­
ster, vice-chairman, Walter N. Dean, secretary, 
and E. E. Leffler.
Accounts of Educational Institutions
A bulletin, containing suggested forms for 
financial reports of auxiliary activities and or­
ganized activities relating to instructional de­
partments in colleges and universities, has been 
published in mimeographed form under date 
of October, 1932, by the National Committee 
on Standard Reports for Institutions of Higher 
Education.
This bulletin is the seventh of a series pub­
lished by the committee. It is devoted to finan­
cial statements of university residence halls and 
dining halls, student hospitals or infirmaries, 
book stores, athletics and unions. Pro forma 
statements are reproduced in full and explana­
tory discussion is a part of each section.
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Prior publications of the committee are as 
follows:
1. A study o f financial reports o f universities and 
colleges in the United States. (September, 
1930). Edition exhausted.
2. Suggested forms o f financial reports o f colleges 
and universities. (July, 1931).
3. A study o f methods used in unit cost studies 
in higher education. (June, 1932).
4. Recommended classification o f expenditures by 
object. (July, 1932).
5. Suggested form s fo r  internal financial reports 
o f colleges and universities. (August, 1932).
6. Suggested form s for  enrolment reports o f col­
leges and universities. (October, 1932).
Bank Advertisement Encourages 
Scientific Budgets
An advertisement of the Irving Trust Com­
pany, New York, in the New York Post of 
December 2nd, recommends the creation of 
scientific budgets with the assistance of certi­
fied public accountants. Following is the text 
of the advertisement:
" T h e  N e w e s t  F a c t o r  i n  B a n k  C r e d it  
"A M odern developm ent that serves both lenders 
and borrowers
"Budgeting in some form is as old as business 
itself. Yet the projection of balance-sheet and oper­
ating statements into the future, with the assistance 
of certified public accountants experienced in this 
work, is a modern development.
"It is this type of budget which progressive busi­
ness men are now beginning to discuss with their 
bankers.
*
"Many men can remember when the banker needed 
nothing more than GENERAL INFORMATION, 
supplied in conversation, as the basis for a sound 
commercial loan. But since then business has grown 
. . . multiplying its locations . . . dividing into de­
partments . . . often establishing affiliates . . .  re­
placing owner-management with the corporate form.
"Throughout this development successful business 
men have recognized the advantage of preserving the 
traditional intimacy and understanding between bank 
and borrower. They have constantly found new ways 
of making their condition clear to their bankers in 
the face of growing complexity in business.
"At first, the borrower furnished lists of ESTI­
MATED assets and liabilities. Then came the 
ACTUAL balance-sheet and later the balance-sheet 
prepared by a certified public accountant.
"In  the next stage, operating statements and profit- 
and-loss accounts were also furnished.’ These showed 
the volume of business and results of trading and 
threw valuable light on balance-sheet items.
"The newest factor in bank credit is the MODERN 
BUDGET. As an element in scientific planning it 
helps a large business organization to adapt itself 
more readily to sharp changes in general conditions—  
thus making it a better credit risk.
"Many hope and believe that the general adoption 
of this type of intelligent planning will help to sta­
bilize all trade and employment.”
Accountants Study Bridge Project
An advisory committee of the Jacksonville 
chapter of the Florida Institute of Accountants 
on November 6th released a statement relating 
to the operation of a proposed bridge over the 
St. Johns River. The committee had made a 
careful study of the official figures and tendered 
its conclusions for the information of the vot­
ing public.
The analysis indicated that if the bridge were 
operated in 1933 there would be a deficit of 
more than $16,000; that if the bridge were 
opened on January 1, 1935, and tolls were in­
creased by six per cent. there would be a deficit 
of about $37,000; and if the bridge were op­
erated for five years after it was opened there 
would be a deficit of more than $44,000.
The report was published in the Jacksonville 
Times-Union of November 7th for the benefit 
of taxpayers who might vote in the approach­
ing election on the question of issuing bonds 
for the proposed bridge.
The accountants committee consisted of 
Walter Mucklow, S. George Hay, F. B. Colley 
and B. E. James.
"Effective Credit Management”
A report of policies and practices in credit 
management employed by manufacturers and 
wholesalers has been published by the policy­
holders service bureau of the Metropolitan Life 
Insurance Company. The report consists of a 
pamphlet of 21 pages and includes a statement 
of the purposes of a credit service; a descrip­
tion of credit policies in force, and brief sec­
tions on methods of investigating credits, their 
sources of information, methods of analyzing 
financial statements, establishment of credit 
limits and terms of sale, a summary of routine 
credit-department procedure, suggestions for ef­
fecting collections and methods of collecting.
The section on analysis of financial state­
ments indicates that there is considerable varia­
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tion among individual companies as to the ex­
tent to which financial statements are used in 
the extension of credit. Some companies base 
their actions strictly on the information fur­
nished by the various agencies rendering credit- 
checking service, and others review financial 
statements submitted with reports of large mer­
cantile rating agencies. However, many com­
panies, according to the report, make it a prac­
tice to require all customers to submit a current 
financial statement signed by a partner or an 
officer of the company at least once a year and 
sometimes semi-annually or quarterly.
Some executives report that more detailed 
financial statements often can be obtained di­
rect from customers rather than from the regu­
larly published data. It is said that the forms 
of statements used for credit analysis are gen­
erally similar to the form recommended by the 
National Association of Credit Men, which is 
reproduced in the pamphlet.
Accountant Elected State Treasurer
At the past election J. William Hope of 
Bridgeport, a certified public accountant, was 
elected state treasurer of Connecticut.
NEWS OF LOCAL SOCIETIES
California
The regular meeting of the Los Angeles 
chapter of the California State Society of Certi­
fied Public Accountants was held at the Elk’s 
club, Los Angeles, on November 14th. Mil­
ton O. Shaw, chief examiner in the office of 
the building-and-loan commissioner, addressed 
the meeting on "Certified public accountants 
and building-and-loan association audits.” 
Clair White, internal auditor of the Southern 
California Building and Loan Association, 
spoke on "Building-and-loan association ac­
counting and auditing from the association’s 
viewpoint.”
District of Columbia
The fall meeting of the District of Colum­
bia Institute of Certified Public Accountants 
was held at the Ambassador hotel on Novem­
ber 17th. John A. Reilly, a vice-president of 
the Federal-American National Bank & Trust 
Co., spoke on the relation of bank credit to 
the balance-sheet as prepared by certified public 
accountants. Reports were rendered by the 
committees on educational standards and coop­
eration with investors.
Georgia
The Atlanta chapter of the Georgia Society 
of Certified Public Accountants held a meeting 
on November 18th at which Marvin F. Pixton 
spoke on "Some aspects of the commercial bud­
get.” There was also general discussion of sub­
jects of interest to the profession.
Maryland
The Maryland Association of Certified Pub­
lic Accountants held a meeting at the Emerson 
hotel, Baltimore, on November 22nd, in con­
junction with the following associations: Balti­
more chapter of the National Association of 
Cost Accountants, Society of Industrial Engi­
neers, Baltimore Association of Credit Men and 
the Baltimore Group of Controllers. The fol­
lowing addresses were delivered: "City bud­
get,” by Mayor Howard W. Jackson; "Share- 
the-Work Movement,” by W. F. Roberts; "Im­
portance of the meeting,” by William J. Casey. 
Harry A. Hopf also addressed the meeting on 
"Today’s challenge to management.”
A meeting of the Maryland Association was 
held on December 13th at the Emerson hotel.
D. Benton Biser, director of the commission on 
government efficiency and economy, spoke on 
municipal finance and efficiency, which was the 
first of a series of talks to be continued at sub­
sequent meetings by members of commissions 
at present studying city and state tax and 
finance problems. Reports were received from 
the committees on banking legislation and by­
laws.
Massachusetts
The Massachusetts Society of Certified Public 
Accountants held a meeting at the Parker 
House, Boston on October 31st. The meeting 
was designated as education night, and those 
invited included the board of registration of 
certified public accountants and recent redpi-
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ents of C. P. A. certificates. The chairman of 
the committee on education presented the gold 
medal of the society to Wilson Norflett, who 
had obtained the highest honors at the May,
1932, examinations.
The society held a meeting at the Chamber 
of Commerce, Boston, on November 16th, in 
conjunction with the Boston chapter of the Na­
tional Association of Cost Accountants. An 
invitation to attend the meeting was extended 
to members of the New England chapter of 
the Robert Morris Associates, the comptrollers 
group of the Retail Trade Board of the Cham­
ber of Commerce, the Boston Credit Men’s Bu­
reau and the Merchants’ Credit Bureau, Inc. 
Arthur H. Carter, president of the New York 
State Society of Certified Public Accountants, 
addressed the meeting on "The accountant’s 
relation to corporation management.” Follow­
ing Colonel Carter’s address there was general 
discussion under the leadership of Charles F. 
Rittenhouse. Among those who took part in 
the discussion were: Albert E. Hunter, James
D. Glunts, Hollis H. Sawyer and Schuyler 
Dillon.
Mississippi
The annual meeting of the Mississippi So­
ciety of Certified Public Accountants was held 
on November 25th at the Robert E. Lee hotel, 
Jackson. Reports of officers and commit­
tees were received, and matters of interest to 
public accountants in general were discussed. 
Harry M. Jay, president of the Tennessee So­
ciety of Certified Public Accountants, addressed 
the meeting. The society resolved to issue a 
folder along educational lines to be sent to 
state, county and city officers, and also the 
trade and business interests of the state, in 
order to acquaint the public with the value of 
the C. P. A. certificate.
At the banquet on Saturday evening, Louis 
Jiggitts, secretary of the state bar association, 
acted as chairman and introduced the follow­
ing speakers: H. N. Eason and Leigh Watkins 
of the state tax commission; Asa Russman, 
United States internal-revenue department.
The following officers were re-elected for the 
ensuing year: Roy C. Brown, president; C. E. 
Powell, vice-president; Stewart J. Parker; sec­
retary; Glenn M. Goodman, treasurer.
Montana
At the annual meeting of the Montana So­
ciety of Certified Public Accountants held at 
Great Falls, October 28th and 29th, the fol­
lowing officers and directors were elected: F. S. 
Jacobsen, president; George F. DuVall, secre­
tary-treasurer; Ernest E. Murray, Roscoe L. 
Thomas, Edwin Mathieson and Hugh D. 
Galusha, directors.
A new accountancy bill which attempts to 
eliminate the undesirable features of the old 
bill was drafted at the meeting.
Provisions were made for the formation of 
local chapters at Billings, Livingston, Butte, 
Missoula, Kalispell and Helena. Outstanding 
accountants, whether certified or not, are 
eligible for membership in the chapters, but 
only certified public accountants are eligible to 
full membership in the state society.
The meeting closed with a round-table dis­
cussion led by the retiring president, Roscoe L. 
Thomas, which included a variety of subjects 
such as the proper position of cash surrender 
values of life-insurance policies in the balance- 
sheet; frauds in the statements of liabilities; 
cooperation and other agencies in promoting 
remedial legislation for the protection of the 
public in the safeguarding of investments; im­
provement in municipal and public-utility 
audits; publicity for the professional accoun­
tant ; income and sales-tax legislation; tax­
payers’ associations and means of securing tax 
reduction without impairing efficiency in public 
offices and agencies.
A resolution was adopted calling attention 
of bankers and business men to the advantages 
of audits and certified statements.
Nebraska
The November meeting of the Nebraska So­
ciety of Certified Public Accountants was held 
at the Lincoln hotel, on Friday, the 11th. F. 
C. Blood, instructor in advertising at the Uni­
versity of Nebraska, spoke on "The ethics of 
advertising for the professional man.” Elton 
C. Loucks, Omaha, presented a paper and led 
a discussion on the subject, "The valuation of 
current assets under present financial condi­
tions.” The following committee on profes­
sional ethics was appointed by the president:
A. E. Spellman, Elton C. Loucks and Raymond
H. Walker.
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The seventh annual fall conference and 
thirty-fifth anniversary celebration of the So­
ciety of Certified Public Accountants of the 
State of New Jersey was held at the Down­
town club, Newark, December 7th. The busi­
ness session took place in the afternoon. Henry
B. Fernald, president of the society, opened the 
meeting with a statement of the society’s pur­
poses and accomplishments. Routine business 
and committee reports followed.
Milton M. Unger, vice-president of the 
Essex County Bar Association, delivered an ad­
dress on "Accounting aspects of the determina­
tion of insolvency under the United States 
bankruptcy law and New Jersey general corpo­
ration act.”
An address on "Legal decision and rulings 
relating to the audit of and preparation of 
statements for New Jersey building and loan 
associations” was delivered by Louis J. Cohen, 
president of the New Jersey Building and Loan 
League.
Following the close of the first session mem­
bers and guests inspected a display of ancient 
accounting texts from the private collection of 
Dean Joseph C. Myer and Herrmann Hersko- 
witz. Dean Myer lectured on the texts with 
the aid of lantern slides.
A reception to guests and new members was 
held from 6 to 6:30 p.m. Dinner was served 
in the main dining room of the club, after 
which W. Sanders Davies, Walter A. Staub 
and William H. Bell delivered addresses com­
memorating the thirty-fifth anniversary of the 
society. The American Institute of Account­
ants was officially represented by the secretary.
New York
A regular monthly meeting of the New 
York State Society of Certified Public Account­
ants was held at the Waldorf-Astoria hotel, 
New York, on November 22nd. The program 
for the meeting was arranged by the society’s 
committee on practice procedure, and A. S. 
Fedde, chairman of the committee, presided. 
The topic under discussion was "The dispo­
sition in the accounts of abnormal losses.” The 
leaders of the discussion were Walter A. Staub 
and William H. Bell, members of the commit­
tee on practice procedure.
New Jersey
The annual meeting of the Oklahoma So­
ciety of Certified Public Accountants was held 
on November 19th at the Skirvin hotel, Okla­
homa City. Papers were presented as follows: 
"Features of the Oklahoma income-tax law”, 
by W. L. Clark; “Activities of the state board 
of accountancy”, by W. I. Nicholson, Jr. 
Speakers at the banquet were Henry J. Miller, 
William J. Law and Thomas A. Williams. Mr. 
Williams spoke on "Your job and mine.” Re­
ports were received from the officers and com­
mittees of the society.
The following officers and trustees were elect­
ed: Dwight Williams, president; Roy F. God­
frey, secretary; O. R. Davis, treasurer; George 
F. Winters, M. G. Eaton, W. F. Clausing, 
Burney R. Clack, M. C. Fox, W. J. Law, 
George H. Abbott, Roy F. Godfrey, O. R. 
Davis, trustees.
The following persons were elected officers 
of the Oklahoma City chapter: M. G. Eaton, 
president; C. D. Tribbey, vice-president; Al­
bert W. Cory, secretary-treasurer.
T u l s a
At a meeting of the Tulsa chapter of the 
Oklahoma Society of Certified Public Accoun­
tants, October 11th, the following officers were 
elected: George Abbott, president; Roy God­
frey, vice-president; C. E. McCune, secretary; 
O. W. Brown, treasurer. W. J. Philip and 
Mastin Geschwind were appointed auditors and 
W. L. Clark, M. C. Cross and E. A. Clark 
were elected trustees of the chapter.
At a meeting of the chapter held on Novem­
ber 1st, Ross Warner, past president of the 
chapter, delivered an address concerning the 
features involved in the proposed new Okla­
homa income-tax law which was presented at 
the general election in the state on Novem­
ber 8th.
Pennsylvania
The Pennsylvania Institute of Certified Pub­
lic Accountants held a banquet at the Harris- 
burger hotel on Friday evening, October 21st, 
at which Joseph W. Kettering, special deputy 
agent in charge of closed banking institutions, 
spoke on protecting the public’s interest in 
closed banks. Other speakers were Arthur J. 
Farber, who spoke on the one per cent. sales
Oklahoma
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At a meeting of the Pittsburgh Stationers 
club on November 17th Andrew Blass, Pitts­
burgh, spoke on "A  suggested plan for cooper­
ation of the Stationers club.”
On November 2nd and 15th Reynold E. 
Blight, Los Angeles, addressed the Santa 
Monica club and the Los Angeles Times club, 
respectively, on "The changing order.” On 
November 4th Mr. Blight spoke over the state­
wide radio hook-up on "The proposed con­
stitutional amendment re school taxation.” At 
a meeting of the Maywood Post of the Ameri­
can Legion on November 11th the title of an 
address which Mr. Blight gave was "Peace.”
Clem W. Collins, Denver, has accepted ap­
pointment to the attorney-general’s committee 
to advise legislatures on revision of school 
laws. Mr. Collins spoke on "Accountancy as 
a vocation” before the school of business ad­
ministration of the University of Colorado on 
November 3rd.
Charles B. Couchman, New York, spoke on 
"What is the ideal relation between the public 
accountant and the controller?” at a dinner of 
the Controllers’ Institute of America held on 
November 17th at the Hotel Lexington, New 
York.
November 10th was the date of the appoint­
ment of Fred S. Craig, David B. Peter and 
Francis A. Wright to the taxation and public 
finance committee of the chamber of commerce 
of Kansas City.
At a meeting of the Rotary club at Dyers­
burg, Tennessee, C. J. Farris, Memphis, de­
livered an address entitled "Depression vs. 
business opportunities.”
"Cost reports for use by the executive” is 
the subject of a lecture given by J. B. Fenner, 
Indianapolis, before the industrial management 
class of the extension division of Indiana Uni­
versity on December 6th.
J. Pryse Goodwin, New York, is the author 
of an article entitled "The foreclosure preven­
tion plan” published in the New Rochelle 
Standard Star, October 19th.
Albert H. Hammarstrom, Clinton, spoke be­
fore the Credit club on "Credits and account­
ing” and before the Wa-Tau-Ye club on "Ac­
countancy” on November 17th and October 
20th, respectively.
"Valuation of securities under the estate tax 
of the revenue act of 1932”, an article by Ben­
jamin Harrow, New York, is contained in the 
December issue of St. John’s College Law Re-
view.
Elmer L. Hatter, Baltimore, addressed the 
Baltimore Bank Auditors Conference on No­
vember 17th. The title of his paper was "In­
come taxes— 1932— changes from prior laws.”
An article entitled "The accountant as a help 
to the business man” by I. B. McGladrey, Des 
Moines, has been published in the December 
issue of the J ournal of Business, the official or­
gan of the College of Commerce of the Uni­
versity of Illinois.
A. F. Makay, New York, read a paper on 
"Ethics in business” at a meeting of the 
Kiwanis club of Poughkeepsie on November 
29th.
At a meeting of the Chicago Retail Hard­
ware Association on November 11th, Paul W. 
Pettengill, Chicago, delivered an address en­
titled "Getting the most from your accounting 
records.” On November 22nd Mr. Pettengill 
addressed the Accountancy club of the Univer­
sity of Illinois at Urbana on "Bad business 
practice uncovered by the depression.”
George W. Rossetter, Chicago, spoke before 
a meeting of the Rotary club held Tuesday, 
September 6th, on "Government—master or 
servant?” Mr. Rossetter is general chairman of 
the National Organization to Reduce Public 
Expenditures. He is also president of the Chi­
cago association of commerce.
On August 4th J. Bryan Stephenson was 
elected a member of the New Mexico depart­
ment executive committee of the American 
Legion.
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To Members and Associates of the 
American Institute of Accountants:
The board of examiners has given consideration to applications for admission to the Ameri­
can Institute of Accountants and recommends the election of 3 applicants for admission as 
members and 1 as an associate who have passed the written examinations of the Institute. Oral 
examinations were passed by 1 applicant for admission as a member and 1 applicant for ad­
mission as an associate. Credit for having passed examinations acceptable to the Institute was 
accorded 20 applicants for admission as members and 3 applicants for admission as associates. 
Ten candidates for admission as members and 2 as associates passed the Institute’s examinations 
for C. P. A. certificates in cooperating states. The board recommends the advancement of 2 as­
sociates to membership.
The council is now voting on these names by mail ballot.
For Advancement to M em bership:
Worcester Putnam, St. Petersburg, Fla.
Maurice H. Stans, New York
For Admission as M embers:
Robert C. Loudon, New York 
John J .  McGirl, New York 
Harold T. Manners, San Francisco 
Lloyd Morey, Urbana, Ill.
John C. Muse, Sanford, N. C.
George J .  Nelson, Boston 
John Park, Detroit 
Robert C. Schaedle, New York 
Elon R. Sheldon, St. Petersburg, Fla.
Reginald W . Smith, Kansas City, Mo.
Spencer B. Stevenson, New York 
George H. Strachan, San Francisco 
Harold S. Treworgy, Springfield, Mass.
Herbert Vasoll, New York 
James L. Wallace, New York 
Carroll M. White, Chicago 
Howard A. Withey, New York
For Admission as Associates:
William B. C. Barrett, Muelheim, Germany Daniel A. N. Pattarson, Chicago
Lawrence P. Carron, New York Ralph R. Turnbull, Springfield, Ill.
Lester M. Elliott, Chicago Edward M. Wales, Los Angeles 
Raymond P. Hasenauer, San Francisco
These applicants do not become members (or associates) until declared elected by the 
president. If protest is to be made against the election of any applicant on the list, it should 
reach the offices of the Institute before February 1, 1933.
JOHN L. CAREY, Secretary.
William O. Bartle, Houston 
Francis J .  Blaise, New York 
Erik C. Boye, Kansas City, Mo. 
David M. A. Brunton, Detroit 
Garrett T . Burns, Chicago 
Roscoe C. Clark, Memphis 
Alexander S. Currie, Detroit 
Franklin C. Ellis, New York 
Percy R. Everett, New York 
P. W . Fisher, Jacksonville 
Elmer J .  Geser, Buffalo 
Archibald C. Gove, Boston 
Howard Lynn Guyett, New York 
William T. Hazelton, New York 
Phillip A. Hershey, Oakland, Cal. 
Ralph S. Johns, Newark 
Robert Leggate, Detroit
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As a result of the November, 1932, ex­
aminations of the American Institute of Ac­
countants, at which approximately four hundred 
and fifty candidates appeared before 31 cooper­
ating state and territorial accountancy boards, 
12% passed, 19% were conditioned in one sub­
ject and 69% failed, according to the grades of 
the Institute’s examiners.
1932 Year-Book
Copies of the 1932 year-book of the Ameri­
can Institute of Accountants were mailed to 
members and associates on December 29, 1932. 
The book as usual contains membership lists, 
reports, a list of state boards of accountancy 
and the by-laws and rules of professional con­
duct. Additional copies are available at $1.50, 
net and $1.65, delivered.
Examination Fees
Following announcement that the council 
of the American Institute of Accountants had 
authorized refund of initiation fees filed with 
applications submitted or acted upon during 
the current year, the board of examiners has 
received inquiry as to whether or not the ex­
amination fee is required in all cases.
The examination fee of $25 must accompany 
every application for membership or associate- 
ship in the Institute, irrespective of the type 
of examination required. The fee is intended 
to meet not only the cost of conducting written 
or oral examination, but also overhead ex­
penses of the board, including printing, post­
age, stationery and clerical assistance.
In the case of applicants who have already 
passed the written examinations before a co­
operating state board of accountancy, the In­
stitute refunds to the state board the amount 
originally paid to the Institute for the appli­
cant’s examination.
The examination fee required of applicants 
for advancement from associateship to mem­
bership in the Institute is $10. The ordinary 
initiation fees, which are being refunded this 
year, are: for membership, $50, for associate­
ship, $25, for advancement, $25.
This statement is published under authority 
of the board of examiners in order that there 
may be no misunderstanding.
Results of Examinations Stock Exchange Requires 
Independent Audits
In a statement made public on January 6th 
the president of the New York stock exchange, 
Richard Whitney, announced that after July 1,
1933, the exchange will require independent 
audits of the accounts of all corporations ap­
plying for listing of securities. It is stipulated 
that the auditors shall be independent public 
accountants qualified under the laws of some 
state or country.
Mr. Whitney’s statement indicates that the 
scope of the required audit shall not be less 
than that indicated in the Federal Reserve 
Board Bulletin Verification of Financial State­
ments.
The text of the statement is as follows:
Since April of 1932 all corporations applying for 
the listing of their securities upon the New York 
stock exchange have been asked to enter into an 
agreement to the effect that future annual financial 
statements published more than three months after 
the date of the agreement shall be audited by inde­
pendent public accountants qualified under the laws 
of some state or county, and shall be accompanied 
by a certificate of such accountants showing the 
scope of the audit and the qualifications, if any, 
made by them in respect thereto. The committee on 
stock list has considered any reasons advanced why 
this procedure should not apply in particular cases, 
but has made exceptions only in the case of certain 
railroad companies.
During this period, the New York stock exchange 
has not required that audited statements be filed with 
applications for listing, because it was felt that appli­
cants who had relied upon the former practice of the 
exchange would have been subjected to undue delay 
if the committee had pursued any other course.
The New York stock exchange now announces 
that its present policy in this respect will be con­
tinued until July 1, 1933, after which date all list­
ing applications from corporations must contain the 
certificate of independent public accountants, quali­
fied under the laws of some state or country, certify­
ing to the correctness of the balance-sheet, income 
statement and surplus statement for the most recent 
fiscal year. In general, the audit or audits must 
cover all subsidiaries, and the scope of the audit 
must be not less than that indicated in a pamphlet 
entitled Verification o f Financial Statements issued 
by the Federal Reserve Board in May, 1929, and ob­
tainable from that board at Washington, D. C. All 
applications must include an agreement to the effect
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that future annual reports published or sent to stock­
holders will be similarly audited and accompanied by 
a similar certificate.
The committee on stock lists may make exceptions 
to these requirements in unusual or extraordinary 
cases where the enforcemnt of the requirements 
would, in its opinion, be manifestly unwise or im­
practicable. The committee has concluded that for 
the present it will not require audited statements 
from railroad companies reporting to the interstate 
commerce commission, except in the case of those 
railroads whose accounts have heretofore been cur­
rently audited by independent accountants.
Representative houses and banks of issue have 
been advised of the foregoing program, and have ex­
pressed themselves as in accord with the plan out­
lined above which they believe is sound and con­
sistent with the importance of affording to the public 
the most complete and accurate information in re­
gard to the financial condition of corporations whose 
securities are publicly dealt in.
Officers of the stock exchange have for a 
number of years been concerned with auditing 
and accounting practices, and they have from 
time to time added to the rules formulated by 
the exchange in order to clarify general ac­
counting practices. Representatives of the ex­
change have expressed the belief that the re­
quirement of independent audit will increase 
public confidence in the value of corporation 
statements.
C u rb  E x c h a n g e  F o l l o w s  S u it  
Under date of January 11th the New York 
Curb exchange issued the following statement 
to the press:
January 11, 1933. 
"The committee on listing of the New York Curb 
exchange has adopted a policy whereby all cor­
porations applying for the listing of their securities 
upon said exchange will be asked to enter into an 
agreement, as follows:
'That all future annual reports sent to stock­
holders shall be audited by public accountants 
qualified under the laws of some state or coun­
try, and shall be accompanied by a certificate of 
such public accountants showing the scope of 
such audit and qualifications, if any, made by 
them in respect thereto.’
"At the present time about 85 per cent. of cor­
porations whose stocks are listed issue annual reports 
prepared by independent public accountants, and it is 
the intention of the exchange to request the balance 
of the listed corporations to do likewise.
"The New York Curb exchange has not announced 
any change in regulations whereby applications for 
listing must contain financial statements audited by 
independent public accountants, in view of the fact 
that its requirements have, for many years, provided 
that listing applications must be supported by in­
dependent audits.
"The new rule in regard to annual financial state­
ments being audited by independent public account­
ants is similar to that recently announced by the 
New York stock exchange.”
Natural Business Year
The American Institute of Accountants 
special committee on natural business year has 
been considering possible methods of extend­
ing among business men propaganda in favor 
of a natural fiscal year as opposed to the ar­
bitrary calendar-year accounting period.
It is the opinion of the committee that 
sporadic efforts in a matter of this kind are of 
little avail, and that real progress can be ac­
complished only by universal attempts on the 
part of every practitioner.
The committee suggests that members and 
associates instruct their staff assistants engaged 
in audits of accounts closed at the end of the 
calendar year to draw off memoranda of sales 
totals by months. The employer might re­
view this memoranda after the close of the 
busy season, and in cases where a change seems 
warranted might then discuss with his clients 
the possibility of adopting a fiscal year which 
would close at the date when operations ap­
pear to be at low ebb. The data obtained 
from the client’s own accounts should furnish 
strong support to the accountant’s argument. 
The accountant would, of course, take care to 
avoid any disadvantage which the client might 
suffer in tax assessments through a change of 
fiscal year.
In order to build up a record of the efforts 
which are being made to accomplish reform 
the committee requests that members and 
associates report to the Institute any changes 
from calendar-year to a natural year which 
have been made by their clients since Jan­
uary, 1932. In reporting such changes it 
would be helpful if the industry or type of 
business were indicated, as well as the closing 
date which has been adopted, and the chief 
reasons for the change.
In recent years the Institute’s special com­
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mittee on natural business year has been re­
sponsible for the publication of numbers of 
articles, pointing out the advantages of the 
natural fiscal period, in various business 
and financial publications. The present com­
mittee believes, however, that the most effec­
tive method of disseminating information on 
this subject is by means of the personal ap­
proach to individual business men or by 
speeches before business organizations. With 
this thought in mind the committee is prepar­
ing material which may serve as the basis of 
addresses on the natural year before meetings 
of trade associations or other groups of busi­
ness men. When it is compiled this material 
will be published in the Bulletin for the in­
formation of those concerned.
Members and associates who would be will­
ing to deliver such addresses at meetings in 
their vicinity are requested to advise the In­
stitute accordingly, indicating at the same time 
any trade associations or business organizations 
to which they already have an avenue of ap­
proach.
It is the hope of the committee that a 
sufficient number of members will respond so 
that a nation-wide campaign of propaganda 
may be inaugurated. Such a campaign would 
doubtless gather momentum as time went on.
Following is the personnel of the Institute’s 
special committee on natural business year:
A. S. Fedde, chairman, Paul K. Knight, Eustace 
LeMaster, Harold J. Matteson and Robert E. 
Payne.
“Facts and Purposes”
A pamphlet narrating the history of the 
American Institute of Accountants and briefly 
recording its accomplishments has been pub­
lished under the title American Institute of 
Accountants— Facts and Purposes. Copies of 
the booklet have been mailed to all members 
and associates of the Institute, and in addition, 
to about ten thousand certified public account­
ants and subscribers to The Journal of Ac­
countancy whose names appear on the Insti­
tute’s mailing lists.
The pamphlet consists of 55 printed pages. 
It describes the origin of the Institute, outlines 
the structure of the several subsidiary cor­
porations and departments, and presents 
statistical information on membership and 
finances.
The activities of the board of examiners and 
of the principal committees, such as the ex­
ecutive committee and those dealing with 
ethics, legislation, education and publication, 
are also set forth. The final section of the 
booklet deals with several outstanding accom­
plishments, including the Institute’s cooperation 
with the New York Stock Exchange, prepara­
tion of the Federal Reserve Board pamphlet, 
Verification of Financial Statements, the work 
of the special committee on cooperation with 
bankers in conjunction with the Robert Morris 
Associates, the appearances of the Institute in 
three important legal cases affecting the pro­
fession, the preparation of a glossary of ac­
counting terms by the special committee on 
terminology and the activities of the bureau for 
placements and the employment exchange.
A small supply of copies is now available, 
and requests for limited numbers will be ful­
filled without charge.
Appointment of Auditors
The Institute’s newly formed special com­
mittee on appointment of auditors has under­
taken an investigation of legal requirements in 
the several states and in various countries bear­
ing on compulsory audits and methods of 
selecting auditors.
The committee has given consideration to 
the English companies act and similar statutes 
in effect in the Canadian provinces. Corpo­
ration laws of several states in the United 
States which include some reference to audit 
or financial reports have also received the con­
sideration to the committee. Proposals for a 
federal corporation act which have been offered 
on several occasions will also be studied.
Under date of January 4th the committee 
sent to all state societies of certified public ac­
countants a letter requesting advice on past or 
proposed efforts to enact legislation related to 
the subject before the committee. A brief 
statement of its plans and purposes is included 
in the committee’s letter, the text of which is 
as follows:
"The president of the American Institute of Ac­
countants has created a new committee, the special 
committee on appointment of auditors, which will 
study proposals for compulsory audits and methods 
of selection of auditors presented in a paper by
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Frederick B. Andrews at the Institute’s annual meet­
ing last October (published in The Journal o f Ac­
countancy for November, 1932).
The new committee may recommend state or fed­
eral legislation requiring independent audits of cer­
tain types of enterprises and specifying the methods 
by which auditors shall be selected.
The committee has only begun its work, and, 
naturally, has no definite recommendations to offer at 
the present time, but it believes that attempts to ef­
fect reform should be coordinated throughout the 
country.
This letter is written, accordingly, to request the 
assistance of your society in keeping the committee 
informed of any efforts in your state to enact legisla­
tion dealing with audits, accounting examinations and 
financial reports of institutions of any kind.
From a preliminary survey the committee believes 
that there may be a tendency in this country toward 
bureaucratic supervision of the accounts and financial 
reports of corporations issuing securities to the pub­
lic. In many states political employees now audit 
the accounts of banks, insurance companies, other 
institutions and some governmental activities or 
units. The interstate commerce commission and the 
various state public-utility commissions prescribe uni­
form systems of accounts and standard forms of re­
ports for the corporations under their control, and 
employ staffs of examiners to investigate such insti­
tutions.
It is not at all unlikely that there will be recom­
mendations to extend this type of supervision to in­
dustrial and commercial organizations whose securi­
ties are widely held and dealt in by the general pub­
lic.
The task before this committee is a tremendous one 
and will require the cooperation of accountants 
throughout the country. There are weighty argu­
ments both for and against adaption in this coun­
try of the English system of compulsory audits by 
public accountants, but there may be other ways of 
assuring to the general public the benefit of the pro­
tection which professional accountants can provide.
Any suggestions which the officers or committees 
of your society may offer will be most welcome. It 
is particularly requested that your legislative commit­
tee advise us of any past or future proposals in your 
state related to the subject under consideration.”
George S. Olive was re-elected director and 
treasurer of the Indianapolis chamber of com­
merce on December 15th.
The American Institute of Accountants 
special committee on cooperation with bankers 
has undertaken the task of assembling and 
digesting material arising out of discussions be­
tween accountants and bankers throughout the 
country in recent years. Committees represent­
ing both national and local organizations of 
accountants have corresponded with similar 
groups of bankers, have held joint meetings 
with bankers and have published formal re­
ports, in the course of which many authorita­
tive opinions on professional and technical 
questions have been expressed. It is the hope 
of the Institute’s committee that this material 
may be assembled, and if a sufficient amount 
of it is available the committee will analyze it.
Under date of December 30th the commit­
tee sent a letter to similar committees of state 
societies of certified public accountants request­
ing cooperation in this undertaking. The let­
ter reads in part as follows:
The American Institute of Accountants special 
committee on cooperation with bankers has in mind 
the preparation of a report covering all the work 
that has been done in furthering cooperation between 
bankers and accountants. In addition to compiling 
data on this subject directly related to the activities 
of the Institute’s committee, we should like to in­
clude all the data which may be obtainable from state 
societies.
It would be cordially appreciated, therefore, if 
you would send us—
Copies of any reports published by your so­
ciety’s committee on cooperation with bankers;
Copies of any official communications between 
your committee and bankers in your vicinity;
Copies of any addresses delivered at joint meet­
ings of bankers and accountants, or delivered 
by bankers before your society.
There may be other material which would be of 
interest. Anything which you may send us will be 
welcome.
It is thought that by compiling this kind of ma­
terial the Institute’s committee may build a valuable 
record of opinions on specific technical questions 
which may have been the subject of discussion among 
accountants and bankers in various parts of the 
country.”
Cooperation with Bankers
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Only Professional Accountants Eligible 
for C. P. A. Examinations in Minnesota
An interpretation of the Minnesota ac­
countancy law by the attorney general of the 
state, in an opinion dated December 31, 1932, 
sustains the contention of certified public ac­
countants of Minnesota that candidates for the
C. P. A. examination must have had at least 
three years’ professional public accounting ex­
perience in order to be eligible.
The question had been raised whether em­
ployees in the office of the state controller, who 
had had three years’ experience as chief ex­
aminer or senior examiner, were qualified to 
take the examination for the C. P. A. certifi­
cate. The attorney general at first expressed 
the opinion that such experience was sub­
stantially equivalent to public accounting, and 
that the persons concerned were therefore en­
titled to examination for the C. P. A. certificate.
Certified public accountants of Minnesota 
filed a brief contending that the statute clearly 
required public accounting experience as a pre­
requisite for examination, and pointing out 
that the meaning of "public accountant” was 
well established as applying only to professional 
practitioners.
The latest opinion of the attorney general, 
in which this contention is sustained, reads as 
follows:
STATE OF MINNESOTA 
LEGAL DEPARTMENT 
ST. PAUL
December 31, 1932 
CERTIFIED PUBLIC ACCOUNTANTS 
Eligibility to take examination 
(Mason’s Statutes, Section 5700, Construed)
Mr. Lyle W . Hines, Secretary 
Minnesota State Board of Accountancy,
Merchants Bank Building,
St. Paul, Minnesota.
Dear Sir:
On March 24, 1932, in response to an inquiry 
from you dated February 29, we arrived at the con­
clusion that the chief examiner and senior examiners 
in the public examiner’s division of the state comp­
troller’s office who had at least three years’ experi­
ence in said office were qualified to take the examina­
tion for licence as certified public accountants, pro­
vided they possess the other qualifications prescribed 
by law.
W e have since been requested to reconsider this 
opinion and have accordingly done so. A brief and 
oral arguments have been submitted. After carefully 
considering the arguments presented and conference 
in the department, we have reached the present con­
clusions.
The opinion of March 24, 1932, was based largely 
upon the thought that the work performed by the 
chief examiner and senior examiners was of such 
a character that, having done this work for three 
years, they were as well qualified to take the exam­
ination as persons who possessed three years’ experi­
ence by reason of employment in the office of a 
"public accountant” as an assistant, or by reason of 
practice as a public accountant on their own account, 
as required by Mason’s Statutes, section 5700.
W e are still of the opinion that the preliminary 
experience required of an applicant for examination 
should be based upon the work he has done, rather 
than upon the particular circumstances under which 
he has done this work. However, the provisions of 
section 5700 are reasonably clear. The meaning of 
the term "public accountant” seems to be well estab­
lished. No matter how wide the scope of an ac­
countant’s employment may be, so long as he is in 
the hire of a private employer and does not accept 
retainers or engagements from the general public as 
an independent public accountant, he can not be said 
to be acting either as a public accountant or as an 
assistant to a public accountant. While the work 
of the state examiners is very wide in its scope, and 
while undoubtedly persons doing such work may 
possess as great or greater qualifications than others 
who are working as public accountants, we neverthe­
less believe that the term "public accountant” can 
not be construed so as to include one who is em­
ployed solely by the State of Minnesota under the 
language of the statute.
Our attention has recently been directed to the 
fact that in 1912 an action in mandamus against the 
state board of accountancy was instituted to compel 
them to permit one Edwin J . Bishop to take the 
examination. Mr. Bishop was at the time a public 
accountant, but had not acted as such for three years, 
unless he was to be credited with certain time when 
he had acted as comptroller of the City of St. Paul, 
and assistant comptroller. The then attorney general 
took the position that Mr. Bishop was not entitled 
to take the examination and that his services as comp­
troller and assistant comptroller was not the equiva­
lent of either practising as a public accountant or be­
ing employed in the office of a public accountant. 
This view was sustained by the district court of
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Ramsay County and a judgment was entered on 
March 22, 1912, dismissing the alternative writ of 
mandamus and taxing costs against the relator. This 
decision was not appealed and, so far as I am aware, 
no other court of Minnesota has expressed itself on 
the subject.
It would seem, therefore, that this construction 
adopted by the attorney general in 1912, and sus­
tained in the district court of Ramsey County, has 
not been questioned for over twenty years.
Under all the circumstances, and in view of this 
decision, I am of the opinion that our opinion of 
March 24, 1932, should be withdrawn. You are 
therefore advised that the chief examiner, and other 
examiners in the public examiner’s division of the 
state comptroller’s office, do not by reason of three 
years’ employment in that office obtain the right to 
take the examination for certificates as certified pub­
lic accountants.
Very truly yours,
(Signed) H. N. Benson, 
Attorney General
Book List
A book list has been issued by the American 
Institute Publishing Co., Inc., describing its 
publications, all of which are obtainable at the 
offices of the American Institute of Account­
ants. Following are the publications described:
Accountants' Index 
Supplements to Accountants’ Index 
Accounting Terminology 
Audit Working Papers, by J. Hugh Jackson 
Basic Standard Costs, by Eric A. Camman 
The Balance-sheet, by Charles B. Couchman
C. P. A. Laws of the United States 
Duties of the Junior Accountant, by W. B. 
Reynolds and F. W. Thornton
Duties of the Junior Accountant (revised 
and enlarged), by Alfred B. Cipriani
Duties of the Senior Accountant, by F. W. 
Thornton
Ethics of a Profession, by A. P. Richardson 
Fraud: Its Control Through Accounts, by 
George E. Bennett
Introduction to Actuarial Science, by H. A. 
Finney
American Institute of Accountants Examina­
tion Questions
Unofficial Answers, by H. A. Finney, H. P. 
Baumann and Spencer Gordon
Law for Laymen, by Harold Dudley Greeley 
The Journal of Accountancy 
Bulletin of the American Institute of Ac­
countants
American Association of University 
Instructors in Accounting
The seventeenth annual convention of the 
American Association of University Instructors 
in Accounting was held December 28th and 
29th, simultaneously with meetings of the 
American Economic Association, and other 
affiliated groups, at Cincinnati, Ohio.
The mornings and afternoons of the two- 
day meeting were divided into four sessions, 
devoted, respectively, to discussion of the fol­
lowing general subjects: (1) Recent develop­
ments in accounting methods; (2 ) Problems of 
accounting teaching; (3) Accounting and law; 
(4) Problems of accounting research.
The third session was a joint meeting with 
teachers of business law.
On Wednesday evening, following the an­
nual dinner, Howard C. Greer, president of 
the association, spoke at some length upon the 
present status and future prospects of the ac­
counting instructor. He reported that investi­
gation had disclosed no alarming reduction in 
the number of students registering for account­
ing courses at the various universities. Indeed, 
he said, since 1929 there had been no signifi­
cant reduction at all until the current year. Mr. 
Greer indicated likewise that faculties of ac­
counting departments had not been reduced in 
a majority of cases. He expressed it as his 
conviction that the future would see an in­
crease in volume of accounting work required 
in this country, and also intimated that a 
knowledge of accounting by business men gen­
erally would become more and more necessary. 
It was his conclusion that instructors of ac­
countancy were confronted with great oppor­
tunities, but that in order to realize them fully 
teachers should strive to build their courses 
with an eye to the actual demands upon gradu­
ates imposed by the professional and business 
men who would employ them.
At the dinner F. W. Woodbridge, of the 
University of Southern California, announced 
on behalf of the council of Beta Alpha Psi,
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national honorary accounting fraternity, the 
annual award for the most notable contribution 
to accounting literature. The prize was 
awarded to A. P. Richardson, editor of The 
Journal of Accountancy and other publications 
of the American Institute of Accountants, for 
his book The Ethics of a Profession.
Mr. Greer introduced John L. Carey, secre­
tary of the American Institute of Accountants, 
who spoke briefly in acknowledgment.
A paper on accounting terminology by 
Gabriel A. D. Preinreich, member of the In­
stitute’s special committee on terminology, 
formed a part of the discussion on accounting 
research on Thursday afternoon.
At the Thursday morning session, E. S. 
Wolaver, of the University of Michigan, sug­
gested that the two groups of teachers of ac­
counting and law draft a model corporation 
law. Himself a lawyer, Mr. Wolaver expressed 
the belief that joint effort by representatives 
of both professions would be most successful 
in remedying deficiencies which now exist in 
most state corporation laws.
The following officers of the American As­
sociation of University Instructors in Account­
ing were elected for the ensuing year: Presi­
dent, George H. Newlove, University of Tex­
as; vice-presidents, James L. Dohr, Columbia; 
Howard S. Noble, University of California at 
Los Angeles; Harvey G. Meyer, University of 
Tennessee; secretary-treasurer, Charles F. 
Schlatter, University of Illinois; editor, The 
Accounting Review, Eric L. Kohler.
Following the close of the proceedings there 
was a meeting of the Council on Accounting 
Research, at which plans for the coming year 
were discussed.
Accounting Terminology
A statement of the problems and purposes 
of the American Institute of Accountants spe­
cial committee on terminology, by Gabriel A.
D. Preinreich, a member of the committee, was 
presented at the annual meeting of the Ameri­
can Association of University Instructors in 
Accounting at Cincinnati, December 29, 1932. 
The address is to be published in full in a 
forthcoming issue of The Accounting Review.
Among the difficulties confronting those 
who hope to establish a standard terminology 
for accountancy Mr. Preinreich mentioned the 
necessity that the accountant’s language must
be understood by everyone who has occasion 
to refer to financial statements. Unlike the 
terminology of law or medicine, he said, ac­
counting terms are not intended to serve 
primarily or exclusively the members of the ac­
countancy profession.
Even the task of limiting the extent of the 
vocabulary is beset with difficulties: the ques­
tion arises whether or not terms current in 
business, economics, finance and law should 
be made part of an accountant’s dictionary.
Mr. Preinreich said that the Institute’s com­
mittee had found it necessary to restrict the 
scope of its efforts to definition of terms which 
have their most important use in accountancy 
or have a peculiar meaning to accountants. It 
had also been decided, he said, to give only 
one definition for each term. In cases where 
there is difference of opinion an arbitrary selec­
tion which appears to be sustained by the best 
thought of the profession may be made.
Following is a list of questions which Mr. 
Preinreich said had been receiving the attention 
of the committee:
1. Should the book be encyclopaedic or definitive,
e.g. should there be an attempt to explain or 
illustrate the terms used?
2. Should it set standards of accounting practice?
3. Should it contain several definitions conveying
the same meaning?
4. If a word is commonly used in more than one
sense, should the book contain all such mean­
ings or shall one of them be selected as the only 
correct use of the term?
5. Should the lines of legal dictionaries be followed
and court decisions be given?
6. Should the definitions include both American and
British usage?
7. Should self-explanatory terms be included?
8. Should terms be included which are satisfactorily
defined in standard dictionaries?
In commenting on the difficulty of solving 
some of these problems Mr. Preinreich said:
"It is one thing to answer a list of questions in 
the affirmative or the negative and quite another to 
abide by the rules so laid down. As an illustration, 
let us take the word 'definition’ which, obviously, 
had to be defined first, before other definitions could 
be attempted. Turning to a standard dictionary, we 
are reminded of the rules of traditional logic which 
demand that the term defined be assigned to a general 
class or genus and then be marked off from all other
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terms, in that class by stating its special attributes or 
differentiae. This sort of information would, no 
doubt, be very useful to the fellow who, upon being 
asked to define a horse, remarked reflectively: 'Well, 
if you step inside the stable. . . .etc.’ The logical 
method yields good results within the limits of the 
animal, vegetable and mineral kingdom, but is much 
less satisfactory in realm of abstract ideas where it 
is often quite difficult to avoid a circulus in defini- 
endo.
"By adding quotations from authorities, the dic­
tionary itself admits that its logical definition of 
definition is inadequate. Thus we read that accord­
ing to John Stuart M ill: 'A definition of a name is 
the sum total of all the essential propositions which 
can be framed with that name as their subject.’
"That sounds rather encyclopaedic, doesn’t it? But 
let us see what Locke said: 'A definition is nothing 
but making another understand by words, what the 
term defined stands for.’ That seems to go a step 
further and comes dangerously close to approving 
the definition of a horse which I have just given. 
Finally, Josiah Royce frankly admits that: 'A defini­
tion, hard and fast as it is, never tells the whole 
truth about a conception.’
"Is it a wonder then that the definitions formu­
lated by the first terminology committee are not 
quite uniform, but attempt to follow, now the logi­
cal method, then the explanatory and again the il­
lustrative method and are even found to diverge 
once in a while into the field of practical advice, de­
pending upon which aspect of a particular concep­
tion seemed most important? Or is it a wonder 
that in spite of all efforts, some of the definitions 
are neither exclusive nor inclusive enough?”
In discussing the present plan of procedure 
adopted by the Institute’s committee, Mr. 
Preinreich said:
" I  think I may safely say that the most important 
problem before the present committee is that of se­
curing the active and whole-hearted cooperation of 
everyone interested in accountancy. It is highly 
gratifying to all of us that considerable progress has 
been made in this direction in a comparatively short 
time. In the early part of the year we have dis­
tributed almost all of the 728 words included in the 
tentative report among one hundred representative 
members of the Intsitute, many of whom are members 
of this association as well. A very large number of 
these terms has been returned with entirely or partly 
new definitions based upon specific excerpts from 
standard accounting texts and with full explanations
of the reasons for the changes made. The commit­
tee has also been fortunate enough to receive some 
financial aid enabling it to secure the assistance of a 
member of the Institute in the systematic analysis and 
coordination of this new material, which shows evi­
dences of great care and painstaking research on the 
part of the compilers. About one-half of the new 
definitions have been assembled and are now being 
studied by the committee. Further preliminary work 
will include a careful checking of representative bal­
ance-sheets and other financial statements to discover 
terms which have been overlooked. Upon that oc­
casion it is also proposed to pay special attention to 
governmental and institutional accounting. Previous 
work on terminology has been carried out largely 
from the point of view of private business, but a re­
cent meeting with the chairman of the national com­
mittee on standard reports for institutions of higher 
education has served to emphasize the need for a 
better understanding and interpretation of terms used 
in that important field.
"After all these details are properly attended to, the 
time will have arrived to seek extensive cooperation 
outside the membership of the Institute. Needless 
to say, that means you, gentlemen!
“Your president has promised to appoint a com­
mittee of your association for the purpose of re­
viewing and criticizing a draft of the second tentative 
report which we expect to submit to you next year. 
Copies of the draft will doubtless also be circulated 
in other quarters from which constructive criticism 
might be expected.
"Let me urge everyone of you, gentlemen, to take 
a personal interest in that draft and to keep up the 
flow of criticism until all your views are fully known, 
because once you stop, we shall naturally assume that 
there are no further objections. And although the 
formal initiative in the field of accounting terminol­
ogy must remain with practising accountants, in fact 
you bear a heavy share of our burden, since only 
through systematic instruction can our task ever be 
accomplished.
" I  don’t think it is possible to overemphasize the 
importance of education in a matter like this. It is 
true that a good many of us hope to live long enough 
to derive lasting benefits from a standardization of 
accounting terminology, but the ultimate success of 
our undertaking depends almost entirely upon the 
attitude of the next generation and is therefore in 
the hands of those, who guide it in forming correct 
habits, before it can become addicted to using certain 
terms in ambiguous or illogical ways. For that mat­
ter, reform may come much sooner than we now ex­
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pect. It is in the nature of things that youngsters 
brought up strictly should find the laxity of their 
elders shocking and if we are thus put under pres­
sure both from above and below, we may be obliged 
to mend our ways before long.”
A Plan for Technical Research
A committee on technical studies, of the 
Society of Certified Public Accountants of the 
State of New Jersey, has devised a plan for 
assembling and coordinating technical infor­
mation in possession of members of the society.
A questionnaire has been circulated among 
the entire membership, listing forty-one topical 
headings with the request that each member 
indicate those subjects with which he feels him­
self best qualified to deal, either as a member 
of a special committee or by the preparation of 
a special report. The questionnaire also pro­
vides for indication of the particular subjects 
on which the individual members may desire 
information.
In a covering letter the committee offers the 
following explanation of its purposes:
"Almost everyone, we think will agree that there 
is in the membership of the state society a vast store 
of unutilized or partly utilized knowledge and ability. 
We must likewise agree that, while the affairs of our 
clients and the facts of specific cases are matters 
which are to the highest degree confidential, the pro­
fessional knowledge of principles and procedure both 
in regard to special phases of accounting work or 
in regard to particular industries is something that 
will benefit both the giver and receiver if it is dis­
seminated as widely as possible. The committee are 
therefore presenting to the membership a list of sub­
jects in which the members may either be more ex­
pert than the average due to their special experience 
or which may cover topics on which they would like 
the benefit of the advice and experience of other 
members.
"W hile the list of topics is large it is not neces­
sarily exhaustive. It is quite possible some of the 
topics are ones in which the members have no in­
terest either as experts or inquirers. In any case the 
committee would be glad if the membership would 
indicate on which topics they are prepared to give 
the benefit of their experience to other members and 
on which topics they would like the committee or 
some of the membership to investigate and report.”
Following are the topics suggested in the 
questionnaire:
1. Having to do with the practice o f accountancy in
general:
Accountants’ office and staff management 
Accounting machinery 
Accountants’ reports 
Auditors’ statements for credit purposes 
Budgets and budgetary control 
Business laws
Consolidations and reorganizations 
Court testimony 
Standard costs 
Economics of accountancy 
Forecasting
Graphic control and ratios in business 
Intangible assets 
Inventory methods 
Federal taxation
Liability for material commitments 
Management problems 
Monthly audits
Non-profit institutions accounting 
No-par-value stocks 
Training of juniors 
Preparation of working papers
2. Having to do with specific industries-.
Automobile dealers’ accounting 
Bank and trust company accounting 
Clothing manufacturing accounting 
Contractors’ accounting
Fiduciary accounting
Foreign trade accounting
Hotel accounting
Insurance accounting
Mining and smelting accounting
Municipal accounting
Non-profit institutions accounting
Public utilities accounting
Publishers’ and advertisers’ accounting
Retail accounting
Shipping accounts
Stock-brokerage accounting
Wholesale accounting
Textile accounting
Real estate accounting
Investment trusts
The members of the committee are as fol­
lows: Maurice E. Peloubet, chairman, W. Mel­
ville Coursen, vice-chairman, Wilbur H. Camp, 
Leon Kranztohr, Hyman Roth, Louis M. 
Sternrich.
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A. Wenzelburger
A. Wenzelburger, a charter member of the 
American Institute of Accountants, died on 
November 6, 1932. Mr. Wenzelburger was a 
certified public accountant of California. He 
was one of the oldest practitioners in San Fran­
cisco. For many years he had practised as a 
partner of Wenzelburger & Vickery, but at 
the time of his death was associated with Bar­
row, Wade, Guthrie & Co. at San Francisco.
Continuous Monthly Audits
A pamphlet describing the advantages of 
monthly audits by independent accountants, 
with illustrative forms, has been prepared by 
the Jacksonville chapter of the Florida Insti­
tute of Accountants, with the approval of mem­
bers of the Jacksonville Clearing House Asso­
ciation, and has been published by the Florida 
Institute for distribution through its members.
The foreword expresses the belief that the 
adoption of the procedure suggested in the 
pamphlet would be of benefit to all concerned, 
and that a free discussion of monthly state­
ments by the client, banker and accountant 
would undoubtedly eliminate waste of energy 
in the conduct of business.
The general purposes of monthly reports, it 
is stated, are to show clearly the changes which 
have taken place during the month and the 
results of operations for the month, as well as 
the financial condition at the close of the 
month.
Illustrative statements of operation, and of 
resources and their disposition, and an analysis 
of customers’ accounts are presented to show 
how these purposes may be accomplished. On 
occasion, it is said, these three generally 
essential statements may be amplified by state­
ments of cash receipts and disbursements, by 
comparisons of transactions for the month with 
budget estimates, by statements of purchases 
and sales, by analysis of inventories, by 
analysis of overhead expenses, and by statis­
tical statements of costs and profits classified 
according to production units.
It is recommended that a condensed balance- 
sheet and comments on notes and accounts re­
ceivable and payable be submitted also, to show 
fully the financial condition at the close of the 
period.
A brief description of the auditor’s pro­
cedure supplements the illustrative pro forma 
statements which, it is said, are drawn to con­
form with those suggested in the Federal Re­
serve Board Bulletin, Verification of Financial 
Statements.
Liability of Directors
The Ohio Society of Certified Public Ac­
countants has published a bulletin calling at­
tention to the personal responsibility of direc­
tors of corporations, and pointing out that un­
der Ohio law a director is exempt from charges 
of negligence if he has relied in good faith up­
on financial statements certified by accountants 
of good reputation.
The following are submitted as examples of 
corporate acts for which directors may be per­
sonally liable:
1. Acts authorized by the board of directors
clearly beyond their power, whereby loss 
ensues or property is disposed of without 
authority.
2. Lending money in violation of the corporate
charter and by-laws.
3. Borrowing money in excess of the company’s
power or approving expenditures without 
adequate information.
4. Speculation in stocks of other corporations.
5. Issuance of worthless stock.
6. Payment of illegal dividends.
“An Afterthought of Pacioli”
A brief analysis of the developments of ac­
countancy and a description of its place in the 
business world today is included in a pamph­
let published under the title, "An Afterthought 
of Pacioli”, by the Georgia Society of Certified 
Public Accountants. The pamphlet is being 
distributed by the Atlanta chamber of com­
merce to its members and other business men 
in Georgia. The purposes and advantages of 
financial statements and of independent audit, 
and the structure of the accountancy profession 
in the United States are briefly described.
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"Share-the-Work”
A pamphlet containing addresses on behalf 
of the Share-the-Work movement will be made 
available upon request to any member of the 
American Institute of Accountants.
The pamphlet, entitled "Share-the-Work 
Talks,” includes addresses by W. C. Teagle, 
chairman of the coordination committee, L. C. 
Walker, Alfred P. Sloan, Jr., Mayor Joseph V. 
McKee and Owen D. Young.
In the December Bulletin of the Institute 
there was published a resolution adopted at the 
annual meeting last October, recording the In­
stitute’s approval of the Share-the-Work move­
ment and pledging the cooperation of its mem­
bership.
It is hoped that accountants will avail them­
selves of every opportunity to point out to 
clients the economic advantage of staggering 
work schedules to eliminate discharge of 
employees.
J. E. Sterrett, New York, has been asked to 
act as chairman of the accountants’ group by 
Paul D. Cravath, general chairman for all the 
professions of Manhattan.
Descriptive Information in 
Annual Reports
An analysis of descriptive information in­
cluded in annual reports to stockholders of a 
number of large corporations is presented in a 
fifty-six page pamphlet published by the 
Policyholders Service Bureau of the Metro­
politan Life Insurance Company. The pamph­
let is the third of a series dealing with the form 
and content of annual reports to stockholders.
The latest publication briefly states the ad­
vantages of comprehensive reports and lists the 
various types of descriptive information which 
may supplement formal financial statements 
and recital of statistics. Among common types 
of descriptive matter are names of officers, de­
partment heads and members of the board of 
directors, sometimes with a statement of other 
affiliations of directors; a list of products, 
manufactured or sold by the company, with a 
directory of manufacturing, sales, branch and 
affiliated companies; a single-page summary 
of activities, operations and products. An­
other type of descriptive matter is a supple­
mentary statement relating to balance-sheets 
and profit-and-loss statements, which are some­
times highly technical in character. A state­
ment of new acquisitions, capital expenditures 
and changes in the corporate structure are some­
times presented for the information of stock­
holders. A review of operations, dealing with 
salient facts on sales and production, and a re­
view of economic conditions and industrial re­
lations are frequently included in annual re­
ports. Statistical data showing general ten­
dencies of the business are also occasionally 
included.
Illustrations drawn from the reports of 
thirty-six large corporations constitute the 
greater part of the pamphlet.
Accountants As Receivers
In a letter to the editor of the New York 
Times, published December 15th, a reader 
recommends that accountants be appointed re­
ceivers in the United States, and refers to the 
fact that such practice is common in England. 
The text of the letter is, in part, as follows:
''Any change from the present manner of handling 
bankruptcies is desirable, as nothing could be worse 
than what obtains almost everywhere in the United 
States. In England chartered accountants are, I un­
derstand, always appointed receivers, and their record 
a few years ago was something over 60 per cent. of 
assets realized on and a satisfactory dividend on 
claims paid to creditors.
"The corporation with which I am connected has 
in the last four years filed several hundred claims 
amounting to several thousand dollars, and in all 
that time they have not received one dollar in the 
way of a dividend.
"As attorneys have failed to take advantage of this 
opportunity to render a real service to business, why 
should not the certified public accountant be given 
the chance to do so?”
From October to November, 1932, J. A. D. 
Parrish, Norfolk, served as a member of a milk 
commission appointed by the city manager to 
investigate costs of producing and distribution 
of milk to the householders in the vicinity of 
Norfolk. As a result of the commission’s en­
deavors, with the earnest cooperation of the 
representatives of the milk industry, the price 
to the householders was reduced 25 per cent.
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Board Chairman’s Address before 
Bar Examiners
Following is the text of an address delivered 
by Elmer L. Hatter, chairman of the American 
Institute of Accountants board of examiners 
before the National Conference of Bar Ex­
aminers at Washington, D. C., October 11th:
I appear before you today representing the board 
of examiners of the American Institute of Account­
ants. This board consists of nine members of the 
Institute in practice, elected, three each year for a 
term of three years, with authority given them by 
the by-laws of the Institute to conduct examinations 
under such rules and regulations as the board may 
formulate for the conduct of its work.
The members of the board serve without any re­
muneration whatever, but are permitted to employ 
qualified examiners to assist in the preparation of 
examination questions and the grading of answers.
I have been asked to discuss the plan of cooperation 
now in use between the board of examiners of the 
American Institute of Accountants and the various 
state boards of accountancy.
What has been determined to be of real practical 
value in our case may prove to be of equal value 
to the National Conference of Bar Examiners.
I have read the paper entitled "A national board 
of law examiners” by W ill Shafroth, your secretary, 
which appeared in the April, 1932, issue of The 
Bar Examiner, and have also read an answer to that 
article, appearing in the September, 1932, issue of 
the same magazine, written by Charles E. Carpenter, 
o f the University of Southern California school of 
law. Both of these articles are intensely interesting 
to me because they fully demonstrate that the legal 
profession is not unlike our own profession of ac­
countancy in its desire to attain uniformity in ex­
aminations throughout the country.
I am certainly not so presumptuous as to offer any 
suggestions to your organization as to the best method 
of bringing about what might prove to be an ideal 
situation with respect to uniform qualifications in 
the several individual states. I hope, however, that 
a statement of our working plan and its advantages 
will aid you in the solution of your own problems.
In order that you may fully understand the work 
of the American Institute of Accountants, a very brief 
synopsis of its history will probably be in order. 
The Institute was organized in 1916, succeeding the 
American Association of Public Accountants, which
with its predecessor organization had been active 
since about 1894. These predecessor organizations 
were constituted to include in their membership all 
who were members of their constituent state societies. 
Under the new organization plan memberships were 
individual.
Full membership in the American Institute of Ac­
countants is now available to those accountants who 
have certain qualifications, chief among which are a 
satisfactory preliminary education and practice on 
their own account or in the employ of a practising 
public accountant for a period of not less than five 
years next preceding their application for member­
ship; and to accountants who are in possession of 
certified public accountant certificates of acceptable 
standard, engaged in accountancy instruction in 
schools recognized by the board of examiners, for a 
period of not less than five years next preceding their 
application for membership.
Associate membership is available to accountants 
who have similar qualifications, but less experience 
in practise.
Applicants for associateship may receive credit for 
two years’ public practise if they are in possession 
of a certified public accountant certificate of acceptable 
standard, or if they are graduates of schools of ac­
countancy recognized by the board of examiners.
The board of examiners of the Institute are, of 
course, bound by its by-laws, but they are given 
authority to make their own rules and prepare such 
examinations as they deem proper.
Shortly after the organization of the American In­
stitute of Accountants, and the proper functioning 
of its board of examiners, the plan of cooperation 
between the Institute and the state boards of ac­
countancy was suggested and put in actual practice. 
The board of examiners were holding their written 
examinations for admission to the Institute, and con­
siderable thought was given to the suggestion that 
these examinations be made available to state boards 
of accountancy in examining candidates for state 
certified public accountant certificates.
The matter was brought to the attention of the 
several state boards, and nine states accepted the offer 
and in November, 1917, the first cooperative ex­
amination was held.
It was generally considered that a well thought 
out plan of cooperation would accomplish much in 
the establishment of a high standard of excellence 
throughout the United States and would provide a 
fair basis for the establishment of reciprocal relations 
between states.
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The plan continually grew in favor until as many 
as 38 separate boards made use of the examination 
questions prepared and furnished by the Institute.
The detail of this plan of cooperation can be best 
explained by a quotation from a paper circulated 
among state boards by the American Institute:
"p l a n  o f  c o ö p e r a t i o n  i n  t h e  c o n d u c t  o f  
e x a m i n a t i o n s  o f f e r e d  b y  t h e  b o a r d  o f
EXAMINERS OF THE AMERICAN INSTITUTE 
OF ACCOUNTANTS TO STATE BOARDS OF 
ACCOUNTANCY.
"In  the hope of attaining uniformity in accounting 
examinations throughout the country, the American 
Institute of Accountants offers to state boards of ac­
countancy a plan of cooperation which, it is believed, 
will lead to the establishment of a common stand­
ard wherever certified public accountant examinations 
are conducted.
"In making this proposal to state boards the In­
stitute is animated solely by a desire to assist in the 
setting up of standards and realizes that it has no 
right, as it certainly has no desire, to interfere in 
any way with the prerogative or dignity of any state 
board.
"State boards may accept the proposal at any time. 
If accepted the arrangement may be cancelled at will 
by state boards. The details of the plan follows:
"1. Examination questions are prepared by the 
board of examiners of the Institute and cover audit­
ing, accounting theory and practice and fundamentals 
of commercial law.
"2. Questions prepared by the Institute are based 
upon sound, practical knowledge and are carefully 
revised to eliminate all ambiguities.
"3. The Institute offers to all state boards the use 
of these questions and the services of the Institute’s 
examiners for grading the answers.
"4. The Institute’s examiners will mark the an­
swers of candidates and return the papers to state 
boards for their own marking, with reports of the 
opinion of the Institute board as to the success or 
failure of candidates. Success or failure in each 
subject will be indicated, but exact marks will not 
be given.
"5. The passing grade is 75%  in all subjects.
"6. The Institute’s examiners will not make any 
notations on the answers and will return them 
promptly to state boards if desired.
"7. State boards are invited to appoint representa­
tives to participate in oral examination of persons 
applying simultaneously for admission to the Institute 
and for certificates as certified public accountants in
states wherein the laws permit the issuance of cer­
tificates following oral examination.
"8. Examinations are held in the middle of May 
and November of each year.
"9 . Stationery suitable for the use of candidates 
is prepared and furnished with the question papers.
"10. Any candidate who satisfies the board of ex­
aminers of the Institute may apply to the Institute 
at any subsequent time when he possesses the quali­
fications demanded by the Institute and may be 
elected an associate of the Institute without further 
technical examination.
"11. Should such a candidate seek full member­
ship, he may be required to prepare a thesis on one 
of a group of subjects proposed by the board of 
examiners.
"12. Candidates for the C. P. A. certificate, if 
they pass the qualifications demanded by the In­
stitute, may file application to the Institute simul­
taneously with application to the state board.
"13. State boards which desire to have their can­
didates receive the benefit of grading by the Insti­
tute in addition to the state board grading should 
submit the answers to the Institute at the earliest 
possible moment. It is understood that in order to 
obtain the benefit of grading by the Institute the 
answers must be placed in the mails for transmission 
to the Institute within five days after termination of 
the examinations. This has been found necessary 
because the Institute’s examiners are engaged in 
marking as soon as the examinations are ended, and 
it would not be feasible to call back the examiners 
to examine each state’s papers, as they might happen 
to come in after having been examined by the state 
board.
"14. In view of the considerable expense incurred 
in the preparation of papers, stationery, etc., in the 
conduct of examinations and in marking of the 
papers, the board of examiners has found it neces­
sary to ask. state boards of accountancy to bear a por­
tion of the cost. This proportion in the light of ex­
perience has been found to amount to approximately 
$10 a candidate. Accordingly, state boards are re­
quested to divide their fees with the Institute on a 
50% basis, on the understanding that in no case 
shall such 50% exceed $10 for each candidate. 
Should it later appear that the expense can be re­
duced, the Institute will notify state boards and 
amend the basis of remuneration accordingly.
"15. If a candidate for the C. P. A. certificate is 
at the same time an applicant to the Institute no
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fee shall be payable by the state board on his ac­
count.
” 16. It is agreed by the board of examiners of the 
Institute that if any candidate for whom fees have 
been received by the Institute subsequently applies 
to the Institute for admission, the $10 or other 
amount paid on behalf of such candidate by the 
state board shall be refunded to the state board.
”17. It is further understood that when state 
boards re-examine candidates in one or more sub­
jects without charge no fee for such re-examination 
shall be payable to the Institute.”
As a matter of fact the charge made to state boards 
for the work performed for them has not been finan­
cially profitable to the Institute’s board of examiners. 
The deficit growing out of this service rendered to 
the state boards has always been regarded as a con­
tribution to the cause of professional advancement.
Should the National Conference of Bar Examiners 
adopt uniform examinations they would probably not 
have all the complications present in the plan used 
by the American Institute of Accountants and the 
several state boards of accountancy. In your case it 
is not my understanding that these same examinations 
would be used as a basis for admission to the Amer­
ican Bar Association or other national organizations. 
W ith the American Institute a double purpose is 
served: first, that of securing for the candidate a 
state C. P. A. degree, and secondly, satisfying the 
board of examiners of the Institute of the technical 
fitness of the applicant.
If a candidate for a state C. P. A. degree, who 
passes the state board examination prepared by the 
Institute, desires to apply for membership in the 
Institute his application is considered by the board 
of examiners with respect to his preliminary edu­
cation, length of practice, character, etc., independent­
ly of his success in the technical examination.
Candidates for admission to the Institute residing 
in states not using the Institute examinations are 
permitted to sit for such examinations in places 
designated by the Institute board of examiners. 
These examinations are held under the direct super­
vision of the board.
The preparation of examination questions is ex­
tremely important. In our case the following pro­
cedure is followed:
Several months before each examination prominent 
members of the American Institute of Accountants, 
such as officers, members of council and committees 
and all members of state boards which cooperate
in the standard plan, are requested to submit ques­
tions for use in the examination. As these men are 
with few exceptions practising accountants, the ques­
tions are nearly always drawn from actual experi­
ence. The chief of the Institute’s staff of paid ex­
aminers selects from the questions which are sub­
mitted a sufficient number to make a well balanced 
paper and revises them if it is necessary so that the 
entire paper may be answered in the specified time 
limit. A test examination is then held at which the 
questions are answered by the whole force of ex­
aminers and such alterations as are deemed necessary 
are made. The paper is then submitted to the board 
of examiners, and further alterations are frequently 
made by the board.
After final approval the examination papers are 
printed, due care being taken to see that the utmost 
secrecy is observed. There has never been an in­
stance of discovery of the questions in advance. The 
questions are then mailed to an individual officer of 
each cooperating state board by registered mail, 
marked "confidential”, about a week in advance of 
dates set for the examination.
All examinations in which the Institute’s ques­
tions are used are held on the same days and the 
same hours throughout the country. Two days are 
required for the full examination. Each day is di­
vided into two sessions, from 9 a. m. to 12.30 p. m., 
and from 1.30 p. m. to 6.30 p. m. Candidates are 
conditioned and re-examined under rules made by the 
board of examiners.
The board of examiners employs a staff of ex­
perienced examiners who complete the marking of all 
papers within thirty days after the examination. 
When any doubt exists as to the success or failure 
of a candidate several reviews of the examination 
papers are made. All papers contain candidate’s 
number only, so that examiners do not know the 
identity of the candidate whose paper is being ex­
amined. The candidate’s name and number appears 
on an identification card which is withheld from the 
examiners.
After the marking of all papers is fully completed, 
they are returned to the state board from whence 
they came, together with a memorandum of the rat­
ings given by the examiners. The ratings given by 
the Institute board of examiners are those used where 
applications to the Institute for membership are 
made. State boards are privileged to change ratings 
for their own use in deciding as to candidates’ quali­
fications for the state C. P. A. degree, but such 
changes are apparently not frequently made, since
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differences of opinion between the Institute’s ex­
aminers and the state boards are very rare indeed.
I have with me a book containing copies of some 
of the examinations given by the American Institute 
of Accountants, which I will leave with your secre­
tary so that you may study, if you desire, the scope 
of our tests.
The examinations prepared by the Institute have 
been of a high standard, and the use of these ques­
tions has been generally helpful in raising the stand­
ard of the C. P. A. examination in a number of states. 
Reciprocal relations between states have been facili­
tated by the successful application of the plan of 
cooperation.
The board of examiners of the American Institute 
of Accountants feel they have rendered a real service 
to the state boards of accountancy and to the pro­
fession of accountancy. They are willing to continue 
this service as long as it is received in the same spirit 
in which it is unselfishly given.
State Boards of Accountancy
M in n e s o t a
As a result of the November, 1932, ex­
aminations, the Minnesota state board of ac­
countancy has issued C. P. A. certificates to 
W. J. Fronk, Clifford W. Anderson and F. W. 
Holloway.
N e w  J e r s e y
The New Jersey state board of public ac­
countants has issued C. P. A. certificates to the 
following candidates who were successful in 
the November, 1932, examinations: Julius 
Aaronson, Paterson; Joseph Africano, Union 
City; Clarence H. Ahsler, Rutherford; Saul 
Berr, Passaic; Joseph F. Bradway, Atlantic 
City; Isidore Y. Cohen, Michael G. Emin, 
Murray A. Granet, Herbert F. Sanders, Nathan
S. Sax, Abraham J. Spector and Henry T. Field­
ing of Newark; William F. Connolly, Belle­
ville; Louis S. Korb, Grantwood; Herbert K. 
Lyon, Louis F. Meola of Hoboken; Joseph M. 
Meyer, Army Mintel of New Brunswick; John 
Mikulik, Clifton; Frank W. Smith, Glen Rock; 
William H. Winters, North Bergen; William 
M. Black, Millburn; George J. Armstrong, 
Upper Montclair; William H. Roberts, West 
Orange; Maurice T. Fleisher, Camden.
V ir g in ia
The following persons passed the Novem­
ber, 1932, examinations of the Virginia state 
board of accountancy: Richard B. Cox, M. D. 
Headley, Joseph S. James, Aubrey V. Kidd, 
W. A. Knight, W. P. Mallard, all of Rich­
mond; Claude A. Dickerson, Lynchburg; 
Richard G. Hantzmon, Charlottesville; Alton
B. Kidd, Roanoke; J. P. Miller, Pulaski; 
Harry T. Quirk, Cherrydale.
NEWS OF LOCAL SOCIETIES
California
Los A n g e le s  
The Los Angeles chapter of the California 
State Society of Certified Public Accountants 
held a meeting on December 12th at the Elks 
club, and had as its guests the members of the 
local chapter of the Robert Morris Associates. 
The topic of discussion was "Cooperation be­
tween bankers and accountants”.
The Los Angeles chapter has appointed a 
committee on joint facilities, consisting of the 
following persons: John L. Riemer, chairman, 
Bertha Aldrich and Ernest A. Hechler.
San  F rancisco 
A joint meeting of the San Francisco chapter 
of the California society, the bank chapter of 
the San Francisco Association of Credit Men,
and the San Francisco Bay chapter of the 
Robert Morris Associates was held at the En­
gineers’ club on December 16th.
A paper on uniformity in financial reporting 
was read by Phillip A. Hershey, which outlined 
the results of graduate research work in the 
University of California under Professor Henry 
Rand Hatfield.
Frederick C. Kohnke presented the John F. 
Forbes medal to A. Thomas Murphy of San 
Francisco, who had received the highest grade 
in the November, 1931, and May, 1932, ex­
aminations for the C. P. A. certificate of Cali­
fornia.
The meeting, which was the first held since 
the return of John F. Forbes to San Francisco, 
was made the occasion of a reception to Mr. 
Forbes to express to him and to the accounting 
profession of California the congratulations of
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the state society on his election as president of 
the American Institute of Accountants. In the 
absence of James E. Hammond, president of 
the California society, the address of con­
gratulation was delivered by Lewis Lilly, presi­
dent of the San Francisco chapter. Mr. Forbes 
made a brief response.
Connecticut
The Connecticut Society of Certified Public 
Accountants held a meeting on December 16th 
at the Barnum hotel, Bridgeport, at which a 
paper on "Municipal accounting and budget­
ing” was read by Guy Cambria of Middletown. 
Following discussion of the paper the follow­
ing resolution was adopted:
RESOLVED, That the Connecticut Society of Certi­
fied Public Accountants sponsors the following 
features for the improvement of municipal ac­
counting.
1. Coöordination of the date when taxes become due
and payable with the date of commencement of 
the budget and fiscal years, so that property tax 
collections may be available when expenditures 
against appropriations are begun for the fiscal 
year for the purpose of eliminating the large 
interest cost now resultant from tax anticipa­
tion notes occasioned by property taxes becom­
ing due and payable several months after the 
fiscal year begins.
2. That property taxes may be collected in quarterly
instalments throughout the year for which ap­
propriations are financed to relieve taxpayers 
from the burden of single or two payments as 
now permitted by the statutes.
3. That statutory provision be made for a town
bookkeeper, who may be the town treasurer, in 
order to centralize the bookkeeping records of 
the towns of the state, with the exception of 
records of the tax collector, and discontinue the 
 present practise of sections of the records being 
kept by the selectmen, treasurer and board of 
education. This revision would permit of the 
financial status of a town being determined 
from one system of records at one location.
4. That the present statutes be revised to require
that one town auditor be appointed instead of 
the present practice of election of two persons 
and that an appointee must possess at least 
five years’ experience in double entry bookkeep­
ing or be a certified public accountant.
The following committee was appointed to 
cooperate at the next session of the state legis­
lature in matters relating to municipal account­
ing: Charles F. Coates, George F. Campbell, 
Guy Cambria, J. William Hope, Milton H. 
Friedberg.
Following the business meeting a testi­
monial dinner was given in honor of J. William 
Hope, state treasurer elect. Mayor Edward T. 
Buckingham, who was a guest of the society, 
extended a welcome to Bridgeport to out-of- 
town members and guests. Walter A. Mus- 
grave, president of the society, was introduced 
by Milton H. Friedberg and congratulated Mr. 
Hope on his election to state office. Charles
F. Coates spoke on behalf of the state board of 
accountancy of Connecticut. A committee was 
appointed to prepare and present to Mr. Hope 
a resolution expressing the society’s gratifica­
tion at his election.
Florida
The semi-annual meeting of the Florida In­
stitute of Accountants was held at the May­
flower hotel in Jacksonville on December 2 
and 3, 1932.
The first day of the meeting was devoted to 
consideration of reports of officers and com­
mittees.
At the second day’s sessions C. Cecil Bryant, 
chairman of the state board of accountancy, 
outlined the activities of the board. Harry 
Goldstein and I. J. Varnedoe, presidents of 
the Miami and Jacksonville chapters of the so­
ciety, respectively, spoke on the work of their 
chapters. A committee consisting of Harry 
Goldstein, chairman, Walter Mucklow and J.
B. Asher was appointed to give consideration 
to state sales taxation. C. H. Goodrich, C. C. 
Potter and Orton W. Boyd were appointed a 
committee of three to consider proposals for 
the revision of the present calendar year, with 
a request to report at the next annual meeting 
of the Institute to be held in June, 1933. Mr. 
Goodrich is chairman of the committee.
Frank Butler spoke on matters appertaining 
to inheritance-tax cases. He stated that at the 
coming legislature amendatory legislation 
would be proposed.
Ocala was selected as the meeting place for 
the 1933 annual meeting.
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Georgia
The Atlanta chapter of the Georgia Society 
of Certified Public Accountants and the At­
lanta chapter of the National Association of 
Credit Men had a joint meeting on December 
16, 1932, at the Atlanta athletic club. The 
subject under discussion was "Accounts receiv­
able at December 31, 1932”. Joel Hunter, 
Lyle Campbell and S. B. Ives were the prin­
cipal speakers.
A free placement department has been or­
ganized by the Georgia society under the di­
rection of E. H. Bailey.
Louisiana
The following addresses were delivered over 
radio station WWL by members of the Society 
of Louisiana Certified Public Accountants on 
December 2nd, 9th, 16th, 23rd, 30th and 
January 6th respectively: "The relation of pub­
lic accountancy to modern business”, by Rene 
J. LeGardeur; "The responsibilities of the 
certified public accountant”, by Archie M. 
Smith; "System and budgetary services”, by 
Louis H. Pilié; "The value of the unqualified 
certificate”, by Darby Sere; "The 1932 federal 
income-tax law”, by Henry J. Miller; "Why a 
state society of certified public accountants?” 
by Thomas A. Williams.
Guy V. W. Lyman has resigned as chairman 
of the society’s library committee, and Lucien 
J. Moret has been appointed to succeed him.
The following persons have been appointed 
to the society’s committee on general arrange­
ments for the 1933 annual meeting of the 
American Institute of Accountants: Thomas 
A. Williams, chairman, George A. Treadwell, 
secretary, Emile Bienvenu, Rene J. LeGardeur, 
Guy V. W. Lyman, Camille Weis, Darby Sere, 
John A. Peyroux, Lucien J. Moret, Louis H. 
Pilié, Daniel D. Ewing and Archie M. Smith.
Maryland
The Maryland Association of Certified Pub­
lic Accountants held a meeting at the Emerson 
hotel, Baltimore, to consider a report of the 
committee on banking legislation. The mem­
bers present approved the report of the com­
mittee and voted to refer the matter to the 
trustees of the association.
Immediately after the meeting of the asso­
ciation the trustees held a meeting at which it 
was decided to forward the committee’s report 
to Governor Albert C. Ritchie of Maryland, 
with the request that he refer the recommen­
dation contained in the report to his recently 
appointed banking commission.
Among other things the report suggested in­
dependent annual audits of banks and com­
pulsory publication of financial statements 
and certificates.
The next meeting of the association will be 
held at the Emerson hotel on January 10th, 
and will be devoted to discussion of proposed 
new by-laws of the association.
Massachusetts
A meeting of the Massachusetts Society of 
Certified Public Accountants was held on De­
cember 19, 1932, at the chamber of commerce 
building, Boston.
Federal taxation was the topic of discussion, 
in which the following members of the com­
mittee in charge of the program took part: 
Carroll F. Holt, chairman, Lee Perkins, Doug­
las I. Mann and Edwin E. Wakefield.
Mr. Holt stated that the new law effected 
more than 750 actual changes in our federal 
tax system. He outlined the nine sections of 
the revenue art of 1932 and spoke briefly of the 
provisions of the income-tax section. Mr. Per­
kins discussed the change in allowance for for­
eign taxes paid, taxability of dividends paid by 
the federal reserve banks, carrying forward of 
net losses, etc. Mr. Mann discussed the section 
of the law relating to limitations in respect to 
deduction of security losses, "wash sales”, etc. 
Mr. Wakefield spoke in detail on sections 
111/114 relating to gains or losses on sales 
and exchanges, depreciation, depletion, etc.
The meeting was then opened for general 
discussion, in which C. F. Rittenhouse, H. H. 
Albee, A. C. Gove and others participated.
There were approximately 100 persons 
present.
Nebraska
At a meeting of the Nebraska Society of 
Certified Public Accountants held at the Con- 
ant hotel, Omaha, on December 15, 1932, F. 
M. Croxson, general agent for the Equitable 
Life Assurance Society of the United States,
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spoke on "Business life insurance”. "Com­
position of reports on annual audits” was the 
subject of an address delivered by William 
Bryden, a member of the society. Discussion 
followed Mr. Bryden’s paper.
The committee on professional ethics sub­
mitted a proposed code of ethics for the so­
ciety, copies of which it was decided to mail 
to all members of the society.
New York
 The New York State Society of Certified 
Public Accountants held a meeting on Decem­
ber 12, 1932, at the Waldorf-Astoria hotel. 
"Federal taxation” was the subject of a special 
program arranged under the auspices of the 
society’s committee on federal taxation. Joseph 
J. Klein and Robert H. Montgomery were in 
charge of the round-table discussion on this 
topic.
A paper entitled "Some future aspects of 
New York state taxation” was read by Joseph 
Getz, member of the society’s committee on 
state taxation. The chairman, Isidor Sack, was 
present and answered questions on state 
taxation.
ANNOUNCEMENTS
Acker, Bacas & McGirl announce the open­
ing of a branch office in the Bank of Hunting­
ton building, Huntington, Long Island.
James C. Addison & Co. have opened offices 
at 701 Southern Surety building, Des Moines, 
Iowa.
John E. Chambers, C. Clauson, John E. 
Meals, and William Scollard announce the 
opening of joint offices in the Vance building, 
where they will continue their individual 
practices.
On January 1, 1933, A. B. Bolin and C. A. 
Quinn were admitted as partners of the firm of 
Elliott, Andrews & Ivy, 720 Bank of Commerce 
building, Memphis.
Caddie H. Kinard announces the removal of 
his offices from Masonic Temple to 401 Arm­
strong building, El Dorado.
Rene J. Le Gardeur delivered the first of a 
series of broadcasts on behalf of the Society 
of Louisiana Certified Public Accountants on 
December 2nd. The title of his paper was 
"The relation of public accountancy to modern 
business.”
William H. Mers and Elmer J. Bauer an­
nounce the formation of a partnership under 
the firm name of Mers & Bauer with offices at 
321 Dixie Terminal building, Cincinnati.
L. B. Prosnitz & Co. announce the removal 
of their offices to 521 Fifth avenue, New York.
Temple, Brissman & Co. announce the 
change of their St. Paul address to 107 Kellogg 
Boulevard, East.
On January 1, 1933, Ernest R. Wildbrett 
was admitted to partnership in the firm of 
Eppler, Botz & Sangster, 60 John Street, New 
York.
Harold C. Anderson, Washington, D. C., 
has been appointed a member of the commit­
tee on manufactures of the Washington, D. C., 
chamber of commerce.
"Education and good citizenship” is the title 
of an article by Robert Atkins, New York, 
which appeared in the December, 1932, issue 
of the New York University Alumnus.
The bulletin of the Indianapolis chamber of 
commerce for November and December, 1932, 
contained an article entitled "Corporation life 
insurance” by J. B. Baerncopf, Indianapolis.
On November 29, 1932, J. Hugh Jackson 
addressed the Palo Alto Kiwanis club on "Busi­
ness and the depression”. On December 7th 
he spoke before a meeting of the Parent- 
Teachers association on "The administration of 
the public schools”, and on December 14th on 
"Business conditions—present and future”, be­
fore the Redwood City Kiwanis club.
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January 16, 1933
To Members and Associates of the 
American Institute of Accountants:
The board of examiners has given consideration to applications for admission to the Ameri­
can Institute of Accountants and recommends the election of 3 applicants for admission as 
members and 1 as an associate who have passed the written examinations of the Institute. Oral 
examinations were passed by 1 applicant for admission as a member and 1 applicant for ad­
mission as an associate. Credit for having passed examinations acceptable to the Institute was 
accorded 20 applicants for admission as members and 3 applicants for admission as associates. 
Ten candidates for admission as members and 2 as associates passed the Institute’s examinations 
for C. P. A. certificates in cooperating states. The board recommends the advancement of 2 as­
sociates to membership.
The council is now voting on these names by mail ballot.
For Advancement to Membership:
Worcester Putnam, St. Petersburg, Fla.
Maurice H. Stans, New York
For Admission as Members:
William O. Bartle, Houston 
Francis J .  Blaise, New York 
Erik C. Boye, Kansas City, Mo. 
David M. A. Brunton, Detroit 
Garrett T. Burns, Chicago 
Roscoe C. Clark, Memphis 
Alexander S. Currie, Detroit 
Franklin C. Ellis, New York 
Percy R. Everett, New York 
P. W . Fisher, Jacksonville 
Elmer J .  Geser, Buffalo 
Archibald C. Gove, Boston 
Howard Lynn Guyett, New York 
William T. Hazelton, New York 
Phillip A. Hershey, Oakland, Cal. 
Ralph S. Johns, Newark 
Robert Leggate, Detroit
Robert C. Loudon, New York 
John J . McGirl, New York 
Harold T. Manners, San Francisco 
Lloyd Morey, Urbana, Ill.
John C. Muse, Sanford, N. C.
George J. Nelson, Boston 
John Park, Detroit 
Robert C. Schaedle, New York 
Elon R. Sheldon, St. Petersburg, Fla. 
Reginald W . Smith, Kansas City, Mo. 
Spencer B. Stevenson, New York 
George H. Strachan, San Francisco 
Harold S. Treworgy, Springfield, Mass. 
Herbert Vasoll, New York 
James L. Wallace, New York 
Carroll M. White, Chicago 
Howard A. Withey, New York
For Admission as Associates:
William B. C. Barrett, Muelheim, Germany Daniel A. N. Pattarson, Chicago
Lawrence P. Carron, New York Ralph R. Turnbull, Springfield, Ill.
Lester M. Elliott, Chicago Edward M. Wales, Los Angeles 
Raymond P. Hasenauer, San Francisco
These applicants do not become members (or associates) until declared elected by the 
president. If protest is to be made against the election of any applicant on the list, it should 
reach the offices of the Institute before February 1, 1933.
JOHN L. CAREY, Secretary.
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Officers Visit Midwest
Accountants of Detroit, Chicago and Mil­
waukee entertained John F. Forbes, president 
of the American Institute of Accountants, on 
January 19th, 20th and 21st, respectively. Mr. 
Forbes, who was accompanied by the secretary 
of the Institute, John L. Carey, was returning 
to his home at San Francisco after a visit to 
New York to attend a meeting of the executive 
committee.
A meeting of the Michigan Association of 
Certified Public Accountants took place at the 
Statler hotel, Detroit, on the evening of the 
19th. About 30 persons were present. After 
dinner Cornelius J. Lynch, vice-president of the 
association, who acted as chairman in the absence 
of Ludwig C. Nielsen, president, turned the 
meeting over to Frederick W. Morton, member 
of council of the Institute. Mr. Morton intro­
duced everyone present by name and called up­
on the officers of the Institute, who spoke on 
the work and the purpose of the national or­
ganization. Following their addresses there 
were questions from the floor.
On the following day Messrs. Forbes and 
Carey attended a luncheon of directors of the 
Illinois Society of Certified Public Accountants, 
at the Union League club, Chicago. The sub­
jects of legislation and C. P. A. examinations 
were discussed. In the evening there was a 
special meeting of the Illinois Society at the 
Congress hotel, which was attended by about 
80 persons. Robert E. Payne, president of the 
state society, introduced the secretary of the 
Institute.
After the secretary had spoken Mr. Payne 
called upon George W. Rossetter, a member of 
the Institute and of the state society, president 
of the Chicago Association" of Commerce, and 
a former partner and an old friend of Mr. 
Forbes, to introduce the president of the In­
stitute. Mr. Forbes spoke at some length on 
the activities of the Institute and on the work 
still before it.
On Saturday the Wisconsin Society of Certi­
fied Public Accountants gave a luncheon at the 
Milwaukee Athletic club, at which about 25 
persons were present. William Charles, presi­
dent of the Wisconsin Society, acted as chair­
man and introduced the officers of the Institute.
Following the meeting Messrs. Forbes and 
Carey were invited to attend a meeting of the 
state society’s legislative committee, of which 
Carl Penner is chairman.
At all three meetings the president of the 
Institute emphasized the importance of its work 
for the profession, stating that it had set the 
professional and educational standards for ac­
countancy in this country, had maintained close 
relations with stock exchanges, bankers, invest­
ment bankers and governmental bodies, had 
performed original research work and had con­
tributed largely to technical accounting litera­
ture. He pointed out the advantages of mem­
bership and the Institute’s earnest desire for 
the support of every qualified man. Mr. 
Forbes emphasized the Institute’s opinion that 
state societies should be free from outside in­
fluence in dealing with local affairs, although 
the national organization might properly pro­
vide information upon request. He also ex­
plained why the change in form of structure 
of the old American Association of Public Ac­
countants had taken place and showed the ad­
vantages of the individual-membership plan of 
the Institute.
The secretary, referring to recent action of 
such bodies as the New York stock exchange, 
the Curb exchange, the Investment Bankers 
Association, the National Electric Light Asso­
ciation and the New York State Chamber of 
Commerce, said that the public evidently was 
expressing a desire for independent audits. He 
pointed out that the increasing responsibilities 
imposed upon public accountants made it im­
perative that there be a centralized, closely in­
tegrated, national organization, controlled 
wholly by the profession itself, maintaining 
high standards and strong enough to exercise 
disciplinary powers. The Institute, he said, 
could fulfill that need, and he urged that every 
qualified practitioner support its ideals.
Carey - Newman
John Lansing Carey, secretary of the Ameri­
can Institute of Accountants, and Miss Joyce 
Newman, daughter of Judge Harry E. Newman 
of Lakewood, New Jersey, were married in the 
First Baptist church of Lakewood on January 
27th.
3
Bulletin of American Institute of Accountants
David J. Levi
A charter member of the American Institute 
of Accountants, David J. Levi, died at his 
home on Cottage Grove avenue, Chicago, on 
January 22, 1933. He was eighty-two years 
of age. Mr. Levi was a certified public ac­
countant of Illinois and was associated with 
the firm of Walton, Joplin, Langer & Com­
pany for about twenty-five years. He retired 
from public practice in 1927.
Hugh Douglas Young
Hugh Douglas Young, a member of the 
American Institute of Accountants, died on De­
cember 10, 1932, at Honolulu. He was forty- 
six years of age. Mr. Young was born in Scot­
land and was a graduate of the university of 
Glasgow. At the time of his death Mr. Young 
was a partner of the firm of Young, Lamberton 
& Pearson, Honolulu, and president of the 
territorial board of accountancy of Hawaii. He 
was a certified public accountant of Hawaii and 
was admitted to the Institute in September, 
1921.
Corporate Accounts and Reports
A communication dealing with the signifi­
cance of corporate accounts and reports, and 
containing certain suggestions for making them 
more valuable to investors, was addressed by 
the special committee on cooperation with 
stock exchanges of the American Institute of 
Accountants to the committee on stock list of 
the New York Stock Exchange and placed in 
evidence at a hearing before the United States 
senate committee on banking and currency, 
January 12, 1933. The communication has 
been printed in pamphlet form and copies may 
be obtained from the Institute’s offices at a 
nominal charge. Copies of the pamphlet were 
mailed to members and associates of the In­
stitute on January 23rd.
Institute Examinations
The board of examiners of the American 
Institute of Accountants has selected May 11th 
and 12th as the dates for the spring examina­
tions. Persons who desire to apply for those 
examinations should file application not later
than April 1st in order that the board of ex­
aminers may be given sufficient opportunity for 
investigation and consideration of applications. 
Full particulars of the requirements for admis­
sion to the Institute will be promptly forwarded 
to interested accountants. Requests should be 
addressed to the secretary of the Institute.
Refund of Initiation Fees
Attention is drawn again to the fact that act­
ing under authority of the council of the 
American Institute of Accountants the execu­
tive committee is authorized to refund the in­
itiation fees paid by persons applying for ad­
mission to the Institute during the fiscal year, 
September 1, 1932, to August 31, 1933.
The initiation fees which will be refunded 
this year are $50 for members; $25 for associ­
ates, and $25 for associates applying for ad­
vancement to full membership. The examina­
tion fee, which must accompany each applica­
tion, is $25 for a member or an associate and 
$10 for advancement from associateship to full 
membership.
Meetings
On January 10th the board of examiners held a 
meeting at the Institute’s offices and considered many 
applications for admission. As a result of that meet­
ing the board recommended to the council the elec­
tion of 34 members and 7 associates, and the ad­
vancement of 2 associates to full membership. The 
following members of the board were present: Elmer 
L. Hatter, Baltimore, chairman; Donald Arthur, 
George K. Hyslop, Charles E. Mather, Maurice E. 
Peloubet, Raymond C. Reik, all of New York; John 
L. Carey, secretary.
The executive committee held a meeting on Janu­
ary 18th at the offices of the Institute, which was 
attended by all the members of the committee, name­
ly: John F. Forbes, president, San Francisco; Allan 
Davies, treasurer, Charles B. Couchman, James Hall 
and Arthur W .  Teele, New York; Charles F. Ritten- 
house, Boston; Robert O. Berger, Chicago; A. P. 
Richardson, editor, and John L. Carey, secretary. 
The business before the meeting consisted of routine 
matters.
The committee on publication met at the Down­
town Association, New York, on January 31st. The
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following were present: John B. Niven, New York, 
chairman; J .  C. Scobie, New York; A. P. Richard­
son, editor.
Elections
The following persons were elected to mem­
bership in the American Institute of Account­
ants as of February 1, 1933:
Advanced to membership
Worcester Putnam, St. Petersburg, Fla.
Maurice H. Stans, New York
Admitted as members
William O. Bartle, Houston 
Francis J .  Blaise, New York 
Erik C. Boye, Kansas City, Mo.
David M. A. Brunton, Detroit 
Garrett T . Burns, Chicago 
Roscoe C. Clark, Memphis 
Alexander S. Currie, Detroit 
Franklin C. Ellis, New York 
Percy R. Everett, New York 
P. W . Fisher, Jacksonville 
Elmer J .  Geser, Buffalo 
Archibald C. Gove, Boston 
Howard Lynn Guyett, New York 
William T. Hazelton, New York 
Phillip A. Hershey, Oakland, Cal.
Ralph S. Johns, Newark 
Robert Leggate, Detroit 
Robert C. Loudon, New York 
John J .  McGirl, New York 
Harold T . Manners, San Francisco 
Lloyd Morey, Urbana, Ill.
John C. Muse, Sanford, N. C.
George J . Nelson, Boston
John Park, Detroit
Robert C. Schaedle, New York
Elon R. Sheldon, St. Petersburg, Fla.
Reginal W . Smith, Kansas City, Mo.
Spencer B. Stevenson, New York 
George H. Strachan, San Francisco 
Harold S. Treworgy, Springfield, Mass.
Herbert Vasoll, New York 
James L. Wallace, New York 
Carroll M. White, Chicago 
Howard A. Withey, New York
Admitted as associates
William B. C. Barrett, Muelheim, Germany
Lawrence P. Carron, New York
Lester M. Elliott, Chicago
Raymond P. Hasenauer, San Francisco
Daniel A. N. Pattarson, Chicago
Ralph R. Turnbull, Springfield, Ill.
Edward M. Wales, Los Angeles
Each applicant had been recommended by 
the board of examiners and approved by the 
council by mail ballot dated January 16, 1933. 
In the absence of protest the president declared 
the applicants elected as of February 1st.
Following is the program of the Inter­
national Congress on Accounting to be held at 
Grosvenor house, Park lane, London, beginning 
Monday, July 17, 1933:
Monday, July 17th
11:00 a.m. Service at Westminster Abbey.
(By kind permission of the 
dean)
Parties will be conducted over 
the Abbey after the service.
2:30 p.m. President’s address of welcome
at Grosvenor house.
9:00 p.m. Reception at Grosvenor house.
Tuesday, July 18th
10:00 to 11:30 a.m. Paper on "International finance’' 
Sir Josiah Stamp, G.B.E., 
D.Sc., F.S.A.A.
11:30 to 1:00 p.m. Paper on "Exchange fluctuations 
in relation to accounting as re­
gards operating results and as­
set values”
A. E. Cutforth, C.B.E., F.C.A.
1:00 to 2:30 p.m. Luncheon interval. The dele­
gates and accountants from 
abroad will be entertained at 
luncheon at Grosvenor house.
2:30 to 5:00 p.m. Paper on "The control of charges 
and profits of statutory under­
takings, in (1 ) private or (2 )  
public ownership and the ac­
counts relating thereto, e.g., (a) 
railways; (b) docks and har­
bors; (c) water; (d) gas; (e) 
electricity; ( f )  tramways” 
William Cash, F.C.A.
8:30 p.m. Visit to a theatre.
Wednesday, July 19th
10:00 to 11:30 a.m. Paper on "Holding and sub­
sidiary companies. Accounting 
principles involved in the treat­
ment of earnings and valuation 
of holdings”
Sir Albert Wyon, K.B.E., 
F.C.A.
11:30 to 1:00 p.m. Paper on "Accounting as an aid 
to commerce”
W . Annan, C.A. (Professor of 
accounting and business meth­
ods, Edinburgh university)
International Congress on Accounting
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Paper on "Mechanical account­
ing”
Robert Ashworth, F.C.A., F.S. 
A.A.
1:00 to 2:30 p.m. Luncheon interval. The dele­
gates and accountants from 
abroad will be entertained at 
luncheon at Grosvenor house.
2:30 to 5:00 p.m. Paper on "Capitalist combina­
tions in industry— in the light 
of present-day needs”
C. Hewetson Nelson, F.S.A.A.
7:30 p.m. Banquet in Guildhall, E. C. 2.
(By kind permission of the 
lord mayor and corporation of 
London.)
Thursday, July 20th
Visits will be made to various places of interest, 
of which further notice will be given.
Arrangements will be made for a golf competition. 
In the afternoon Lord and Lady Plender have kind­
ly consented to give a garden party at Ovenden 
house, Sundridge, Kent; journey by motor coach.
In the evening the accredited delegates will be pri­
vately entertained at dinner by members of the com­
mittee and others.
Friday, July 21st
10:00 to 1:00 p.m. Papers on "The auditor’s re­
sponsibility in relation to bal­
ance-sheets and profit-and-loss 
accounts from the British, Con­
tinental and American points of 
view”
Henry Morgan, F.S.A.A.
Dr. W . Voss, Wirtschaft- 
spruefer, Berlin
Robert H. Montgomery, C.P.A., 
U.S.A.
1:00 to 2:30 p.m. Luncheon interval. The dele­
gates and accountants from 
abroad will be entertained at 
luncheon at Grosvenor house.
2:30 to 5:00 p.m. Paper on "Depreciation and ob­
solescence; methods of dealing 
with the same including annual 
appraisals”
H. G. Howitt, D.S.O., M.C., 
F.C.A.
A. S. Fedde, C.P.A., U.S.A. 
10:00 p.m. Ball at Grosvenor house.
Monday, July 24th, and two following days
Delegates and accountants from abroad are invited 
to visit Scotland or Ireland, where they will be enter­
tained by the three societies comprising the Chartered 
Accountants of Scotland, and the Corporation of Ac­
countants, Glasgow; or by the Institute of Chartered 
Accountants of Ireland.
Papers
The papers will not be read in extenso, but will 
be summarized by the authors in introductory 
speeches.
On receiving notice of the names of the officially 
accredited delegates and accountants from abroad who 
will attend the congress, the committee will issue 
invitations to open the discussions. Copies of the 
papers will, so far as is possible, be issued to dele­
gates and accountants from abroad prior to their leav­
ing home for the congress.
Excursions
Details of entertainments and visits will be issued 
in due course. It is hoped to be able to arrange 
visits to Oxford and Cambridge, Windsor castle, the 
port of London, Hampton court, etc. Special ar­
rangements will be made for ladies attending the con­
gress.
Headquarters
An office will be established at Grosvenor house, 
(Mount street entrance), at which delegates and ac­
countants from abroad are requested to report on ar­
rival. This office will be opened on Monday, July 
10th, after which date delegates and visiting accoun­
tants may have their letters addressed there.
Hotels
Delegates and visiting accountants are reminded 
that the month of July is an exceptionally busy time 
in London and that they should take early steps to 
book such accommodation as they may require. When 
doing so it would be advisable to mention that they 
are attending the congress, as special terms may be 
offered.
Following are the officers of the congress: 
Rt. Hon. Lord Plender, president; Sir James 
Martin, vice-president; George Colville, 
secretary.
The organizations which are sponsoring the 
congress are: the Society of Accountants in 
Edinburgh, the Institute of Accountants and 
Actuaries in Glasgow, the Society of Account­
ants in Aberdeen, the Institute of Chartered 
Accountants in England and Wales, the So­
ciety of Incorporated Accountants and Audi­
tors, the Institute of Chartered Accountants in 
Ireland, the Corporation of Accountants and 
the London Association of Accountants.
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In addition to the president, John F. Forbes 
of San Francisco, the following members have 
been delegated to represent the American In­
stitute of Accountants at the congress: Charles
F. Rittenhouse, Boston; A. S. Fedde, James 
Hall, Robert H. Montgomery, Maurice E. 
Peloubet and Andrew Stewart of New York.
If any other members of the American In­
stitute expect to attend the congress it is re­
quested that they notify the secretary of the 
Institute.
Independent Audits
It is interesting to note that the New York 
produce exchange has adopted a rule similar 
to that of the New York stock exchange 
relative to independent audits. The rule 
adopted by the produce exchange reads as 
follows:
"That all future annual reports sent to 
stockholders shall be audited by public ac­
countants qualified under the laws of some 
state or country and shall be accompanied 
by a certificate of such public accountants 
showing the scope of such audit and quali­
fications, if any, made by them in respect 
thereto.”
R. G. Dun & Co., also have taken steps in 
the same direction. The following notice was 
forwarded to all subscribers of R. G. Dun & 
Co., during the period from December 15th to 
January 1st:
"Concerns and banks granting credit 
are placing more and more reliance upon 
detailed financial statements, preferably 
those completely verified by an indepen­
dent auditor.
"At the suggestion of many of the larg­
est mercantile sources of supply in New 
York city, we are writing to urge you to:
"1. Have your own financial statement 
prepared in that manner and issued 
promptly.
"2. Urge your principal customers to 
follow your example.
"Any concern following this procedure 
has done its part in carrying out the 
broad effort being made to strengthen the 
growing confidence which is now being 
felt in the improvement in the credit 
situation.”
In a recent bulletin of the Pennsylvania In­
stitute of Certified Public Accountants appears 
an item on the question of bidding by account­
ants. The article states that the president of 
the Pennsylvania institute, in an endeavor to 
promote accounting in Pennsylvania and 
neighboring states received the following reply 
from a public officer in charge of accounting 
work in an adjacent state in response to an in­
quiry as to the reason why that state did not 
employ public accountants for audits and in­
vestigations of importance:
"There are some very good reasons why the public 
accountants should do the work in . . . which my 
department is  doing, and I believe that the only rea­
son that they are not doing it now is that they simply 
can not be trusted with it. I mean this: the very 
minute that they were let in on it price-cutting would 
ensue; the low bidder would get the work; the com­
monwealth would get just what it pays for and no 
more.
"Now I know you are saying that low bidders do 
not necessarily have to get the award. That’s very 
true, but you know just how much of a mess a dis­
gruntled accountant can stir up and you know, too, 
that no accountant who bids low for an engagement 
is going to take a licking gracefully. The kind that 
bid low usually are not good enough sports to do so.
" I  very sincerely hope that we eventually will reach 
the point where the public accountants can take over 
the work we are doing here i n .................As the mat­
ter now stands, the commonwealth is in the account­
ing business on a very large scale. It is in a very 
unfair competitive situation, in that our rates are 
based upon cost and the public accountants, of course, 
have set their rates generally at such figures as will 
enable them to get some profit out of their work.”
Audits by Law Requested
In testimony before the senate banking com­
mittee in the Kreuger & Toll inquiry, Frank 
Altschul, chairman of the stock-list committee 
of the New York stock exchange, said that he 
would welcome legislation requiring all com­
panies offering their securities on a public 
market to have annual independent audits.
Municipal Utilities
The committee on assessment and taxation 
of municipal utilities appointed by authority of 
the legislature of Oregon has recently rendered 
its report. This document reviews the field of 
municipal utilities and makes certain recom­
mendations. One of the most interesting sec­
tions of the report deals with the question of
Bidding by Accountants
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the treatment of capital used by municipal 
utilities. Upon this subject the report says:
"Should the capital cost be supplied by taxation 
or by loans amortized out of income? Public regula­
tion presumes that the consumer is not to retire the 
capital and still continue to pay a fair return on it. 
It should be remembered that consumers differ in 
class at a given time and that consumers change with 
time. The result of amortizing the capital or of sup­
plying capital by taxation is to benefit consumers of 
one time or of one class at the expense of consumers 
of another time or of another class. Or there may 
be a penalty attached to nonconsumers. It is, of 
course, possible that municipally owned plants, favor­
ably situated and well managed, may maintain a 
schedule of rates below the level charged by privately 
owned plants. The consumer with the alternative 
of private ownership in mind can not logically com­
plain if a schedule of rates charged by publicly owned 
utilities, altogether fair and reasonable, yields a profit 
which in turn is applied to debt retirement. More­
over, the practice of reducing utility debts incurred 
by local units is beneficial in preserving on a high 
plane the credit of municipalities. In the mind of 
the public no clear distinction is drawn between gen­
eral obligations and those issued to buy or build 
utility plants. As the extension of municipal owner­
ship takes place, debts might pile up to the point of 
seeming excessive unless retirement goes on concur­
rently with the issue of new books. It is possible to 
devise a plan whereby the public may secure its funds 
from taxation, operate the plant in such a way as to 
produce a fair return on the capital invested and 
transmit the proceeds as profit to the treasury. In 
this case the municipality would occupy the position 
of a public proprietor with profit as its motive.”
Upon the question of basis of rates under 
public operation the committee reports as 
follows:
"Under private operation, rates must bring a fair 
return on the full fair value of the property except 
where such rates would be in excess of value of ser­
vice to consumers. Public operation, on the other 
hand, may ignore valuation, though such a policy 
would be of doubtful propriety. Under public oper­
ation there would be two main considerations: first 
the total amount of revenue to be derived; second, 
the method of distributing rates among the various 
consumer classes. As to the total amount of revenue 
to be derived, various policies are advocated by vari­
ous authorities. First, a service-at-cost plan in which 
all costs would be covered so that the industry would 
be essentially a self-sustaining industry. A second
plan would be to supply the service at less than cost 
and make up the deficit in some other manner, pre­
sumably from taxation. There are many arguments 
for such a policy. It would encourage the use of 
utility service; it would stimulate the spread or con­
centration of population, and it would further any 
defined social purpose. A third policy would be to 
sell the services above cost and make the utility 
a source of profit to the city. The public might charge 
whatever the service would bear without discontent 
on the part of the consumers.
"Some advocates of public operation urge that the 
city ought not to be bound by any general ironclad 
requirements that service in all cases be self-sustain­
ing. There are many other desirable plans that the 
city should be free to follow. In general, it is usu­
ally assumed that the consumers should pay enough 
for the utility to be self-supporting, self-amortizing 
and self-expanding. What has here been said about 
the total amount of revenue might be construed to 
apply also to the methods by which rate paying is 
distributed among the consumer classes.”
John Y. Richardson, a member of the Ameri­
can Institute of Accountants, was a member 
of the committee.
Efficiency in Municipal Governments
W. J. Carter, president of the Georgia So­
ciety of Certified Public Accountants, in a re­
cent address by radio said in part:
"The total wealth of this country increased 100 
per cent, from 1913 to 1930, income approximately 
doubled and population increased about 27 per cent. 
But what about taxes during this same period? Taxes 
increased nearly 400 per cent., while public debt in­
creased 700 per cent., not including the unusual in­
crease of federal debt due to the world war.
"Many economists have held that no country could 
spend more than fifteen cents out of every dollar of 
its income for the cost of government without fac­
ing bankruptcy.
"The United States reached the danger point in
1930 and exceeded it in 1931. It is estimated that 
the cost of government activities for 1932 was more 
than thirty cents of the income dollar.
"Governmental activities have kept pace with busi­
ness, so that today in addition to the police protection 
of a century ago, taxpayers look to their govern­
ments for a multitude of necessary services. These 
services must be paid for by the beneficiaries, but 
since they are the owners of the business, cost only 
should be recovered.
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"It is a known fact that the lack of interest of the 
majority of citizens has resulted in extravagance, cor­
ruption and mismanagement in our cities. The ex­
perience of a few cities, which have obtained nation­
wide publicity by adopting a plan of organization 
similar to that used by corporations indicates that it 
is essential that certain basic principles be recognized. 
First among these is that in order to be efficiently 
managed, any organization must be under the direct 
control of one executive head. Efficiency in govern­
ment is impossible to obtain when the administrative 
and legislative functions are united. Where these 
functions are merged it has been found that there 
are universally a large number of boards, departments, 
and other sub-divisions, which, acting largely inde­
pendently, infringe upon the activities of each other, 
thus duplicating effort and causing unnecessary ex­
pense.
"A system for the financial administration of a 
government, if it is to meet requirements, must make 
provision for:
"A revenue system of dues or payments that will 
provide funds adequate to meet its necessary 
and desirable expenditures.
"An assessment system for the determination of 
the specific sums due the government by in­
dividuals, firms, and corporations in the form 
of taxes.
"A collection system for the collection of the 
moneys due the government.
"A treasury system for the final receipt, custody 
and disbursement of the funds so collected.
"A purchasing system for the purchasing of ser­
vices and materials required by the govern­
ment.
"A centralized accounting system for the recording 
and stating of financial transactions.
"A budget system for determining and stating, 
from the administrative standpoint, the finan­
cial needs of the government.
"An appropriation system for granting funds for 
the performance of governmental activities.
"A financial control system through which the chief 
executive may direct, supervise and control 
operations, with a view to insuring efficient 
and economical administration.
"An audit system for examining all financial trans­
actions to determine whether they have been 
performed with fidelity, in accordance with 
law, and with due regard to economy.
Proper organization can be had only when the fol­
lowing principles are observed:
"The definite recognition of the chief executive as 
the responsible head of the administration and, 
as such, having general responsibility for di­
recting, supervising and controlling the con­
duct of administrative affairs, particularly 
those having to do with matters of finance.
"The provision of adequate means through which 
the chief executive may, in fact as well as in 
name, meet and discharge these responsibili­
ties.
"The grouping in a department of finance of all the 
services for the performance of financial func­
tions, except those of revenue, appropriations 
and the audit which pertain to the legislative 
branch.”
Business Principles
The constitution of the recently formed Edi­
son Electric Institute contains the following 
rules for the guidance of members:
"Article IV— Business principles
"Section 1. The company members shall from 
time to time and not less than annually publish finan­
cial statements, including balance-sheets showing 
gross and net income, operating expenses and surplus 
accounts, which statements shall be certified to by 
independent firms of certified public accountants who 
shall have audited the books of the company.
"Section 2. All statements and data furnished to 
consumers, stock exchanges and stockholders, all in­
formation designed for public dissemination and all 
reports to governmental authorities shall be accurate 
and clearly indicate their source.
"Section 3. All contracts between any member 
companies which involve the furnishing of manage­
ment, supervisory, purchasing, construction, engineer­
ing or financing services to operating electric utility 
companies shall be so drawn and so operate in prac­
tice that the charges to the operating company shall 
be reasonable and commensurate with the value of 
the services rendered and the fair cost thereof to the 
company furnishing the services.
"Section 4. Company members from time to time 
shall answer such questionnaires relative to their or­
ganization, financing, methods of operation and busi­
ness practices as may be requested by resolution of 
the board of trustees.”
The Edison Electric Institute is the successor 
of the National Electric Light Association.
J. W. Roberts, New York, is the author of a 
pamphlet entitled "Building permanent pros­
perity.”
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Results of C. P. A. Examinations
C o n n e c t i c u t  
The following persons passed the C. P. A. 
examinations of Connecticut in November, 
1932: Arthur M. St. Germaine and Douglas T. 
Boddie, Hartford; James W. Hickey, West 
Hartford; C. Edwin Wright, New Britain; 
Oscar H. Kahl, Wallingford; Ralph A. Young, 
Danielson; S. H. Hymovich, Stamford; Irving
E. Laskey, V. J. Dargan and Samuel M. Finer, 
New Haven.
L o u is ia n a
The following persons passed the Louisiana
C. P. A. examinations held in November, 
1932: Charles M. Carriere, John W. Gladson, 
Sherwood H. Kiser, Lionel G. Ott, William H. 
Sprich and H. B. Zeringue of New Orleans; 
J. W. Breathwit of Shreveport.
O h io
The state board of accountancy of Ohio has 
issued C. P. A. certificates to the following 
persons as a result of recent examinations: Ver­
non B. Dobson, Virgil N. Stuart and C. R. 
Mitchell.
P e n n s y l v a n i a  
At the November, 1932, examinations of the 
Pennsylvania state board for the examination 
of public accountants, the following persons 
passed and have been recommended for 
certificates:
Philadelphia and vicinity 
Edward Herman Beck, Julius Brenner, Mil­
ton Carmosin, Walter S. Corson, Clarence A.
Edward S. Elliott has announced the open­
ing of offices in the Shrine building, Memphis, 
under the firm name of Edward S. Elliott & 
Company.
Raymond R. Hails, Roy W. Burton and A. 
L. Moreton announce their association in 
partnership under the firm name of Hails, Bur­
ton & Moreton for the general practice of ac­
counting with offices at 412 West Sixth street, 
Los Angeles.
Announcement has been made that William
F. Hallock has opened an office for the general 
practice of public accounting in the building of
C. T. Darrow & Son, Niagara street, Canan­
daigua, N. Y.
Cover, Frederick D. Dodge, Joseph P. Discoll, 
Herbert E. Emmett, Thomas H. Fengler, 
Laurence R. Gardner, A. Thomas A. Hudome, 
Homer C. Hulse, Albert E. Jennings, Robert 
W. Johnston, Edward C. Jones, William J. 
Liddy, Frederick S. Mann, Robert S. Marcus, 
Grant H. Miller, Samuel M. H. Monatt, Austin 
W. Rice, Charles D. Rudolph, Daniel E. 
Schambelan, William H. Seltzman, Lewis P. 
Shaffer, Daniel G. Smith, Harold R. Stull, 
Carl J. Thoma, Thomas W. Tobias, John R. 
Waechter, Albert L. Wade, David Wilfred 
Wallace, Harry C. Walter, Lester Wichterman, 
Joseph H. Williams, John D. Yerger, Charles
D. Zoole.
Pittsburgh and vicinity 
Henry J. Battaglia, Joseph B. Cohen, Bur- 
well Cummings, Henry E. Dierker, Carl J. 
Fuhr, William C. Hassenplug, Robert M. 
Hayes, Ivan L. Hillman, Lawrence H. Huf­
nagel, Charles T. Lisko, Albert C. Livengood, 
Percy Love, James B. Lytle, O. L. Kay McKib­
ben, Dundas Peacock, Clyde D. Powell, Charles 
Pat Rooney, Donald H. Shoup, Dallas C. 
Smiley, Abraham L. Stormwind, Francis S. 
Sowersby, James Hutchinson Taylor, Regis E. 
Wehrheim.
Accountants Club
The Accountants Club of America, Inc., held 
a technical meeting on February 2, 1933, at the 
club rooms in the Hotel Montclair, New York. 
Walter A. Staub and Andrew B. Trudgian 
spoke on "Federal income taxes”.
Harris, Kerr & Cook and W. J. Forster & 
Company have joined their accounting prac­
tices under the firm name of Harris, Kerr, 
Forster & Company with offices at 18 East 48th 
street, New York, and 310 South Michigan 
avenue, Chicago.
Alfred C. Hayles & Company announce the 
removal of their offices from 7 South Dearborn 
street to the Adams-Franklin building, 222 
West Adams street, Chicago.
Oscar Moss, Gordon A. MacLean and Claude
A. Clark have announced the formation of a 
partnership to be known as Oscar Moss & 
Company with offices at 510 West Sixth street, 
Los Angeles.
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STATE LEGISLATION
Many members and associates of the 
American Institute of Accountants seem to 
believe that the Institute’s committee on state 
legislation is interested only in legislation affect­
ing the certified-public-accountant certificate. 
The committee would like to be advised of 
activities regarding all laws pertaining to 
audits and accountancy practice, and requests 
that members send in information on all such 
bills to the secretary of the Institute.
Following is a summary of the most import­
ant bills which have been introduced in the 
legislatures of the various states:
Arizona
A bill was introduced in the legislature of 
Arizona on February 2nd, known as house bill 
No. 134, which would amend the certified pub­
lic accountant’s act now in effect. No infor­
mation has been received regarding the nature 
of this bill.
California
Senate bill No. 532 introduced in the Cali­
fornia legislature on January 26th, would cre­
ate a state board of accountancy. No action 
has been reported on this bill. The legislature 
adjourned on January 27th and will reassemble 
on February 21st.
Colorado
Two accountancy bills have been introduced 
in the Colorado legislature. Senate bill No. 
756 would amend the Colorado accountancy 
law by granting the secretary of the board 
authority to re-issue a certificate previously re­
voked upon the proper recommendation of the 
state board of accountancy. No action has been 
reported on this bill.
The other bill known as senate bill No. 
641 relates to the auditing of counties, towns, 
cities and school districts.
Connecticut
A bill was introduced in the Connecticut 
legislature on January 27th which would amend 
the present public accountancy law now in
effect. It includes a revocation provision which 
is not in the present law, and it also contains 
a privileged communication and working 
papers provision, which appears to be accepta­
ble. A reciprocal provision is also contained 
in the law which might provoke opposition. 
It is known as house bill No. 1101.
Illinois
Senate bill No. 226, introduced on February 
1st would repeal section 13 of the act approved 
July 7, 1927, regulating the practice of public 
accounting by registration. No action has 
been reported on this bill.
Indiana
Two bills affecting the practice of account­
ancy were introduced in the Indiana legislature 
on February 1st. House bill No. 279 con­
cerns the auditing by a certified public account­
ant of the books and accounts of persons, firms 
and corporations who procure the registration 
of securities by qualification for sale in the 
state of Indiana.
The other bill designated as senate bill No. 
161 would authorize boards of commissioners 
of counties and common councils and boards 
of trustees of municipal corporations to pro­
vide for the auditing of public utilities in cer­
tain cases by a certified public accountant.
Both these bills are sponsored by the In­
diana Association of Certified Public Ac­
countants.
Michigan
House bill No. 56 introduced in the Michi­
gan legislature on January 4th provides for the 
services of members of the board of account­
ancy without compensation, but would authorize 
members of the board to employ assistants. 
The bill has been reported out of committee 
and has been placed on general orders.
Minnesota
House bill No. 665 was introduced in the 
legislature on February 1st and would estab­
lish a society of accountants and repeal acts 
relative to the state board.
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Missouri
House bill No. 57 was introduced in the 
legislature on January 17th and would repeal 
the entire certified public accountant law.
Oregon
A bill designated as house bill No. 191 was 
introduced in the Oregon legislature on Janu­
ary 24th which would amend the present law 
by dividing the authority of the state board of 
accountancy between practitioners and teachers. 
Sixteen accounting school credit hours and five 
years’ experience would waive the necessity of 
an examination. This bill is not favorably 
considered by accountants of Oregon.
Tennessee
Senate bill No. 77 was introduced in the 
legislature on January 11th. It provides for 
the creation of a state board of accountancy and 
for the definition and regulation of the practice 
of public accountancy. It is known as house 
bill No. 222. The bill contains a waiver 
clause. No action has yet been reported on this 
bill.
Washington
A two-class restrictive bill has been intro­
duced in the legislature of Washington. It is 
known as house bill No. 43. No action has 
been reported on this bill.
NEWS OF LOCAL SOCIETIES
California
San  F rancisco Chapter  
U pon invitation the San Francisco chapter of 
the California State Society of Certified Pub­
lic Accountants met with the San Francisco 
chapter of the National Association of Cost 
Accountants on January 24th, at the Engineers' 
club. The topic of discussion was "Features 
of the revenue act of 1932, especially applicable 
to industrial organizations” . Myrtile Cerf of 
San Francisco presided.
New Jersey
The annual tax meeting of the Society of 
Certified Public Accountants of New Jersey was 
held on January 30th at the Down Town club, 
Newark. John A. Conlin spoke on the "Prin­
cipal changes found in the 1932 federal 
revenue act”. Representatives of the Newark
office of the internal revenue department and 
members of the society delivered papers on 
special features of the revenue act.
New York
The January meeting of the New York State 
Society of Certified Public Accountants was 
held on January 23rd at the Waldorf-Astoria. 
Eugene P. Thomas, president of the National 
Foreign Trade Council, addressed the meeting 
on "Our foreign trade policy—the problems 
and how our foreign traders are meeting them”. 
Mr. Thomas’ paper dealt with problems pre­
sented by exchange and export credits, ques­
tions relating to protection of foreign bond­
holders, those connected with the negotiation 
of reciprocal trade treaties and other matters of 
interest to the economic position of this country 
as affected by world conditions.
Edward P. Moxey & Company have moved 
their offices to the Morris building, 1421 Chest­
nut street, Philadelphia.
Maurice N. Newman & Co., 931 C. C. Chap­
man building, Los Angeles, announce the open­
ing of a branch office in San Francisco at 154 
Sutter street.
Julius V. Weiss & Company announce the 
removal of their offices to 160 North LaSalle 
street, Chicago.
Ernest R. Wildbrett has been admitted to 
partnership in the firm of Eppler, Botz and 
Sangster, 60 John street, New York.
Two articles by L. U. Crawford, Kansas City, 
were published in the January issues of The 
Tax Magazine and American Building Asso­
ciation News. The titles of the articles were 
"Control of expenditures to reduce taxes” and 
"Reserves for building and loan associations,” 
respectively.
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The regular spring meeting of council of 
the American Institute of Accountants will be 
held on April 10th at Washington, D. C. Re­
ports of officers and committees will be con­
sidered, and the council sitting as a trial board 
will hear complaints against members of the 
Institute submitted by the committee on pro­
fessional ethics.
American Institute Examinations
Attention is again drawn to the dates of the 
spring examinations of the American Institute 
of Accountants, Thursday and Friday, May 
11th and 12th. Persons desiring to sit for ex­
amination at that time should file application 
not later than April 1st.
The examination fee of $25, for admission 
as a member or an associate ($10 in the case of 
advancement to membership) must be sub­
mitted with every application. Under authority 
of the council initiation fees are being re­
funded to applicants during the present fiscal 
year.
Accountants and the New York 
Stock Exchange
On the 6th of January, as already reported 
in the Bulletin for that month, the New York 
stock exchange announced a requirement for 
independent audits of the accounts of cor­
porations applying for the listing of securities. 
The statement indicated that such audits must 
be performed "by independent public account­
ants qualified under the laws of some state or 
country, and shall be accompanied by a certifi­
cate of such accountants showing the scope of 
the audit and the qualifications, if any, made 
by them in respect thereto.” The statement of 
the stock exchange also announced that the re­
quired audit or audits must cover all sub­
sidiaries and that the scope of the audit must 
be not less than that indicated in the Federal 
Reserve Board bulletin Verification of Financial 
Statements.
Several weeks later, on January 31st, the 
president of the New York stock exchange 
addressed to each corporation whose securities 
are listed on the exchange a letter designed to 
obtain information regarding existing practices, 
by securing through listed corporations replies
Council Meeting from their auditors to six specific questions re­
lating to the character and extent of their 
audits. The text of the president’s letter is as 
follows:
"The New York stock exchange has recently an­
nounced its intention of requiring audited statements 
in connection with listing applications made after 
July 1, 1933. The public response to this announce­
ment indicates clearly that independent audits are 
regarded by investors as a useful safeguard.
"If, however, such a safeguard is to be really valu­
able and not illusory, it is essential that audits should 
be adequate in scope and that the responsibility as­
sumed by the auditor should be defined. The ex­
change is desirous of securing from companies whose 
securities are listed, and which now employ inde­
pendent auditors, information which will enable it 
to judge to what extent these essentials are assured 
by such audits. In furtherance of this end, we should 
be greatly obliged if you will secure from your audi­
tors, upon the completion of the audit for the year 
1932, and furnish to the Committee on Stock List, 
for its use and not for publication, a letter which 
will contain information on the following points:
"1. Whether the scope of the audit conducted by 
them is as extensive as that contemplated in the 
Federal Reserve bulletin, Verification of Financial 
Statements.
"2. Whether all subsidiary companies controlled 
by your company have been audited by them. If 
not, it is desired that the letter should indicate the 
relative importance of subsidiaries not audited as 
measured by the amount of assets and earnings of 
such companies in comparison with the total con­
solidated assets and earnings, and should also in­
dicate clearly on what evidence the auditors have 
relied in respect of such subsidiaries.
"3. Whether all the information essential to an 
efficient audit has been furnished to them.
"4. Whether in their opinion the form of the 
balance-sheet and of the income, or profit-and-loss, 
account is such as fairly to present the financial 
position and the results of operation.
“ 5. Whether the accounts are in their opinion 
fairly determined on the basis of consistent appli­
cation of the system of accounting regularly em­
ployed by the company.
"6. Whether such system in their opinion con­
forms to accepted accounting practices, and par­
ticularly whether it is in any respect inconsistent 
with any of the principles set forth in the state­
ment attached hereto.
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"I shall personally appreciate very much your 
prompt consideration of this matter and any coopera­
tion which you may extend to the exchange in re­
gard thereto.
"Faithfully yours,
"(Signed) RICHARD W HITNEY,
"President.”
This letter was accompanied by a state­
ment of certain accounting principles recom­
mended by the American Institute of Account­
ants special committee on cooperation with 
stock exchanges, the text of which appeared in 
The Journal of Accountancy for March, 1933.
Upon receipt of this letter and the accom­
panying statement many listed corporations im­
mediately consulted their accountants. Several 
accounting firms which act as auditors for a 
large number of listed corporations conferred 
and agreed that it would facilitate response to 
the questions proposed by the exchange if they 
should discuss certain general phases of their 
current practice in a joint letter to the exchange.
Lack of time prevented this group from con­
sulting all public accountants who number 
among their clients corporations listed on the 
New York stock exchange, but copies of the 
letter, which was written under date of Feb­
ruary 24th, have, it is understood, been sent to 
such accountants generally.
Inasmuch as the inquiry by the exchange is 
likely to lead to discussion of the question 
whether the present practice is satisfactory, or, 
if not, what changes should be made therein, it 
possesses an interest for the profession as a 
whole, and recognizing this fact the firms sign­
ing the letter have made it available for dis­
tribution to all members of the Institute. The 
text is as follows:
"As auditors of a substantial number of corpora­
tions whose securities are listed on the New York 
stock exchange, we have received copies of the let­
ter in relation to audits addressed by you to such 
companies under date of January 31. We are 
anxious to do everything in our power to assist the 
exchange, and it has seemed to us that it will be 
helpful and more convenient to the exchange for 
us to deal with some of the general phases of the 
subject under consideration collectively in a single 
letter, reference to which will make it unnecessary to 
discuss these points in the letters which we shall in 
due course furnish to our clients and which they 
in turn will presumably furnish to the exchange for 
its confidential use.
"W e fully recognize the importance of defining 
the responsibility of auditors and of bringing about 
a proper understanding on the part of the investing 
public of the scope and significance of financial 
audits, to the end that their importance should not 
be underrated nor their protective value exaggerated 
in the minds of investors. This is the more neces­
sary because the problem of delimiting the scope of 
audits or examinations is essentially one of apprais­
ing the risks against which safeguards are desirable 
in comparison with the costs of providing such safe­
guards. The cost of an audit so extensive as to 
safeguard against all risks would be prohibitive; and 
the problem is, therefore, to develop a general scheme 
of examination of accounts under which reasonably 
adequate safeguards may be secured at a cost that 
will be within the limits of a prudent economy. The 
position was clearly stated by a partner in one of the 
signatory firms in 1926 as follows:
" 'In any such work we must be practical; it is 
no use laying down counsels of perfection or at­
tempting to extend the scope of the audit unduly. 
An audit is a safeguard; the maintenance of this 
safeguard entails an expense; and this expense can 
be justified only if the value of the safeguard is 
found to be fully commensurate with its cost. The 
cost of an audit so extensive as to be a complete 
safeguard would be enormous and far beyond any 
value to be derived from it. A superficial audit is 
dangerous because of the sense of false security 
which it creates. Between the two extremes there 
lies a mean, at which the audit abundantly justifies 
its cost.’
"W e are in accord with the general concept of the 
scope of an examination such as would justify the 
certification of a balance-sheet and income account 
for submission to stockholders which is implied in 
the reference to the bulletin Verification of Financial 
Statements contained in the first question asked by 
the exchange. That bulletin was designed primarily 
as a guide to procedure which would afford reason­
able assurance that the financial position of the bor­
rower was not less favorable than it was represented 
by him to be; and as the bulletin explicitly states, it 
was not contemplated that such an examination would 
necessarily disclose under-statements of assets (and 
profits) resulting from charges to operations of items 
which might have been carried as assets, or defal­
cations on the part of employees.
"This latter point is particularly applicable to 
financial examinations of larger companies which, 
generally speaking, constitute the class whose securi­
ties are listed on the New York stock exchange. 
Such companies rely on an adequate system of inter­
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nal check to prevent or disclose defalcations and in­
dependent accountants making a financial examination 
do not attempt to duplicate the work of the internal 
auditors.
"The bulletin Verification of Financial Statements, 
to which reference has been made, was, as was clear­
ly pointed out in the first edition, framed to fit the 
case of borrowers engaged in business on a relatively 
small or medium-sized scale. It was recognized in 
that bulletin (see paragraph 131 of the present 
edition) that an effective system of internal check 
would make some portions of the procedure outlined 
in the bulletin unnecessary. Naturally, the larger a 
corporation and the more extensive and effective its 
system of accounting and internal check, the less ex­
tensive is the detailed checking necessary to an ade­
quate verification of the balance-sheet. Since com­
panies listed on your exchange are among the larger 
corporations, it is in general true that the procedure 
in examinations of annual accounts is less detailed 
in the case of those companies than in the class of 
cases which the framers of the bulletin had par­
ticularly in mind. It is, however, true, we think, 
that the examinations made by independent auditors 
in such cases, coupled with the system of internal 
check, constitute at least as effective a safeguard as 
is secured in the case of smaller corporations having 
a less adequate system of internal check, in the ex­
amination of which the procedure outlined in the 
bulletin has been more closely followed.
"The ordinary form of financial examination of 
listed companies, in so far as it relates to the verifi­
cation in detail of the income account, is not, we be­
lieve, so extensive as that contemplated by the bulle­
tin. To verify this detail would often be a task of 
a very considerable magnitude, particularly in the 
case of companies having complex accounting sys­
tems, and we question whether the expense of such 
a verification would be justified by the value to the 
investor of the results to be attained. The essential 
point is to guard against any substantial overstate­
ment of income, and this can be reasonably assured 
by the auditor satisfying himself of the correctness 
of the balance-sheets at the beginning and end of 
the period covered by his examination, and review­
ing the important transactions during the year.
"The second point on which information is re­
quested in your letter to listed companies relates to 
subsidiary companies. This question is obviously 
pertinent, and presents no difficulty to the accountant 
called upon to reply to it.
"The third question, calling for a statement 
whether all essential information has been furnished
to the auditors contemplates, we take it, that the 
auditors shall indicate whether all the information 
which they have deemed essential and sought has 
been furnished to them. It is obviously conceivable 
that a management might be in possession of in­
formation which would have a material bearing on 
the accountant’s view of the financial position if he 
knew of its existence, but that the auditor might 
have no way of discovering that such information 
existed.
"Your fourth question relates to the form in which 
the accounts are submitted. We take it that you 
desire to be informed whether the accounts in the 
opinion of the auditor set forth the results fairly 
to the extent that they purport to do so, and that 
the inquiry does not go to the question whether 
regard for the interests of the stockholders calls for 
more detailed statements of the financial position and 
the operations of the company than those now given. 
The question how much information should be given 
to stockholders is one on which wide differences of 
opinion exist, and it is not our understanding that 
the exchange is attempting to deal with this point 
in this inquiry.
"Referring to the fifth question— we attach as 
great importance as the exchange evidently does to 
consistency of method in the presentation of financial 
statements by corporations. The only further com­
ment on this question which seems called for is to 
emphasize the part which judgment necessarily plays 
in the determination of results, even if principles are 
consistently adhered to. There would, we take it, be 
no objection to an accountant answering the fifth 
question in the affirmative, even though in his 
opinion the judgment of the management had been 
somewhat more conservative at the close of a year 
than a year earlier, or vice versa. W e think it well 
to mention this point and to emphasize the fact that 
accounts must necessarily be largely expressions of 
judgment, and that the primary responsibility for 
forming these judgments must rest on the manage­
ment of the corporation. And though the auditor 
must assume the duty of expressing his dissent 
through a qualification in his report, or otherwise, if 
the conclusions reached by the management are in 
his opinion manifestly unsound, he does not under­
take in practice, and should not, we think, be ex­
pected to substitute his judgment for that of the 
management when the difference is not of major im­
portance, when the management’s judgment is not 
unreasonable, and when he has no reason to ques­
tion its good faith.
"Your sixth question, apart from the specific refer­
ence to the principles enumerated, aims, we assume,
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to insure that companies are following accounting 
practices which have substantial authority back of 
them. Answers to this question of an affirmative 
character will not, of course, be understood as im­
plying that all of the clients of a given firm ob­
serve similar or equally conservative practices, either 
in the case of companies engaged in the same indus­
try, or in the case of different industries, or even 
that the accounting principles adopted are precisely 
those which the accountant would have himself 
selected, had the sole choice rested with him.
"W e agree with the five general principles enumer­
ated in the memorandum attached to your letter, but 
it may, we suppose, be understood that rigorous ap­
plication of these principles is not essential where 
the amounts involved are relatively insignificant. W e 
mention this point not by way of any substantial 
reservation but to avoid possible later criticism based 
on narrow technicalities.
"W e shall be glad, if desired, to go further into 
any of the questions hereindiscussed, in such way 
as may be most convenient to the exchange.”
Employment Exchange
Now that the busy season in the accountancy 
profession is nearly at an end many account­
ants are being released and will be available 
for employment. The American Institute of 
Acountants desires to draw attention to the fact 
that its employment exchange is still striving to 
be of service both to firms and to those unem­
ployed, and would be glad to hear from any 
firm which requires assistants. The exchange 
has on file applications from seniors, semi­
seniors and a few juniors. Prompt attention 
will be given to inquiries.
Discussion of Proposed Legislation 
for "Blue Sky” Audits
The Institute was advised early in February 
of the introduction of a bill in the Indiana 
legislature providing for audit of the books and 
accounts of applicants for the registration of 
securities by qualification, as provided in chapter 
31 of the acts of the assembly of 1925 and 
amendatory acts. Chapter 31, known as the 
Indiana securities law, provides that certain 
types of securities may be registered by notifi­
cation and other types by qualification. It was 
the latter class which would have been affected 
by house bill No. 279.
The bill in its original form required a "de­
tailed audit” of the books and records of the 
applicant, covering a period of three years pre­
ceding the date of application, by a "certified 
public accountant, who holds a valid and un­
revoked certificate issued by the state board of 
certified accountants of Indiana, or by a firm or 
partnership of certified public accountants, each 
of the members or partners of which hold a 
valid and unrevoked certificate issued by the 
state board of certified accountants of In­
diana, and every such certified public account­
ant or firm or partnership of certified public 
accountants shall have and maintain an office 
in the state of Indiana.”
The bill also provided that as long as 
securities registered by qualification were out­
standing in the state, the issuers’ books and 
records should be audited annually by certified 
public accountants possessing the same quali­
fications.
The chairman of the Institute’s committee 
on state legislation and the chairman of the 
special committee on appointment of auditors 
immediately expressed disapproval of the pro­
vision related to qualification of auditors, on 
the ground that it would impose an unreason­
able burden upon corporations, situated outside 
the state of Indiana, already retaining auditors 
qualified under the laws of their own states 
but not possessing C. P. A. certificates of In­
diana nor maintaining an office in Indiana. It 
was also pointed out that the bill, if enacted, 
might be copied in other states with the possi­
ble result that corporations desiring to market 
securities in a number of states would have to 
submit to multiple audits covering the same 
fiscal periods.
The matter was considered of sufficient im­
portance to warrant consideration at a special 
meeting of the executive committee, at which 
the secretary was instructed to communicate to 
the president of the Indiana Association of 
Certified Public Accountants the opinion of the 
committee that certain features of the bill were 
undesirable. Publication of the letter, the text 
of which is in part as follows, was authorized 
with the thought that the matter was one of 
general interest:
"It is the policy of the Institute to refrain from 
interference in legislation of a local character unless 
its advice is sought by accountants of the state con­
cerned, but in the present instance the proposed 
legislation affects the interests of all acounting prac­
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titioners in the United States, and, therefore, we take 
the liberty of communicating with you about it.
"It is the unanimous opinion of the executive com­
mittee that the section of house bill 279 prescrib­
ing audit by certified public accountants holding 
certificates issued by the state board of Indiana, and 
maintaining offices in the state of Indiana, is inimical 
to the best interests of the profession and would 
constitute an unreasonable restraint upon legitimate 
financial transactions in Indiana.
"The Institute has always emphatically opposed 
any restriction upon the free passage across state 
lines of accountants engaged in their professional 
practice. The erection of barriers at the boundaries 
of one state is likely to lead to retaliatory measures 
in neighboring states. There are few practitioners 
who are not called upon to execute engagements out­
side their own states. The practice of accountancy is 
not local in character, and it will retard the develop­
ment of the profession as a whole if corporations are 
prevented by law from retaining accountants whom 
they believe best fitted to perform the particular ser­
vices required.
"Corporations outside the state of Indiana already 
retaining auditors would be required to submit to 
a duplicate audit under the provisions of house bill 
279 if they wished to register their securities by 
qualification in accordance with the Indiana law. 
If house bill 279 were enacted, and should serve as 
a precedent for similar legislation in other states, 
it might be necessary for such corporations to submit 
to multiple audits in the several states which they 
might select as markets for their securities.
"It is entirely possible that Indiana certified pub­
lic accountants might not be available to conduct 
audits of distant corporations in certain cases.
"For all these reasons the executive committee 
earnestly requests the Indiana Association to use its 
influence to eliminate from house bill 279 the pro­
visions which it is believed would be contrary to 
the best interests of business in general and the ac­
countancy profession as a whole.
"The requirement of independent audit would be 
generally applauded if it were not for the require­
ment that the audit be performed by one of a limited 
group of accountants. It is significant that the list­
ing requirements of the New York stock exchange, 
recently promulgated, specify an audit by 'inde­
pendent public accountants qualified under the laws 
of some state or country.’
"It is also pointed out that the Indiana securities 
law (chapter 31, approved February 27, 1925, as 
amended March 11, 1931) provides in paragraph 1, 
section 8:
" 'The commission may require any financial 
statement or audit filed under this section 8 to 
be certified to by a public accountant either of 
this state or of any other state where the issuer’s 
business is located, approved by the commission.’
"The executive committee is confident that the 
officers of the Indiana Association will recognize the 
possibly injurious effect of the bill in its present 
form and will use its influence to protect the inter­
ests of business corporations which may be affected 
by the law, as well as the interests of practitioners 
of accountancy in other states.”
At the time of the executive committee meet­
ing advice had been received that the bill had 
passed the house. Subsequently it was reported 
that it had passed the senate with certain 
amendments, among which was one relating to 
the qualifications of auditors. The requirement 
that the auditor must hold a C. P. A. certificate 
of Indiana had been eliminated and a provision 
had been substituted to the effect that "every 
such audit shall be made by a reputable prac­
tising accountant or firm or partnership of ac­
countants practising such business in the state 
of Indiana and recognized as competent 
and responsible by the Indiana securities 
commission”.
The Institute’s committees concluded that the 
amendment would not obviate the possibility 
of injustice to corporations outside Indiana 
which might wish to register securities in that 
state. It was also pointed out that the securities 
commission had no machinery whereby it could 
measure the competency and responsibility of 
accountants, and that it would be illogical to 
place in the hands of the commission complete 
authority to recognize or refuse to recognize 
certain accountants as qualified to conduct en­
gagements under the provisions of the bill.
Many individual accountants in states other 
than Indiana voiced protest against the pro­
visions of this bill. Among these expressions 
of disapproval was a letter whose general in­
dictment of legislation impeding the interstate 
practice of accountancy is of sufficient general 
interest to warrant its publication. The text 
of the letter is, in part, as follows:
"My attention has been drawn to a bill pending 
in the Indiana legislature (house bill 279) provid­
ing for audits of accounts of companies whose 
securities are offered for registration by qualification
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for sale in the state of Indiana. It seems evident 
that such legislation is likely to be enacted in vari­
ous states, and it is therefore extremely desirable 
that the form of legislation adopted in the states 
which first deal with the problem should be of a 
character best suited to protect investors.
"The subject with which the bill deals is one in 
which I have been interested for many years; and 
although my entire business life has been spent in 
the accounting profession, I think I can regard it in 
an objective way, especially as I do not feel that 
there is any reason why such firms as mine should 
encourage legislation of this kind. Public opinion 
will, I am confident, create a demand for auditing 
services adequate to provide ample occupation for 
competent practitioners for some years to come.
"The need for legislation seems to me to arise 
from the fact that while audits are now performed 
in connection with the great majority of reputable 
flotations, this protection is not afforded in the case 
of less reputable issues. The danger of such legis­
lation lies in the fact that it may enable the less 
reputable promoter to attribute to the audits made 
in compliance therewith a significance greater than 
they would, in fact, possess. Such exaggeration of 
significance may arise in one of two ways. 
 "Investors are only too prone to regard balance- 
sheets and income-accounts as positive and indis­
putable statements of fact, whereas, owing to the 
complexities of modern business, they can in reality 
be no more than estimates based on assumptions, 
some of which rest on accounting conventions and 
others on the judgment of individuals.   To meet this 
point, legislation should prohibit any accounting re­
port from being put forward as anything other than 
an expression of opinion, while doing all that it can 
to insure that the opinion will be honest, competent, 
and based on an adequate knowledge of the facts.
"Investors may also be led to attribute undue 
significance to audited statements through unwar­
ranted assumptions as to the value of the opinion 
of the particular auditor. There is no way in which 
a statute can insure that the auditor selected shall 
be competent and trustworthy; it can do no more 
than require that he shall have the qualifications 
necessary to secure authority to practice under state 
laws. It is therefore highly desirable that legis­
lation should make it clear that the state assumes 
no responsibility for the competence or trustworthi­
ness of the auditor, such as, for instance, is implied 
in the language of section 3 of house bill 279 as 
it passed second reading in the senate: 'Every such 
audit shall be made by a reputable practicing ac­
countant or firm or partnership of accountants . . .
recognized as competent and responsible by the In­
diana securities commission.’
"I should like to say a word in regard to the 
scope of the examination which any such legislation 
should contemplate. The house bill speaks of a 
"detailed audit”, but such a requirement, in my 
judgment, goes far beyond the necessities of the situ­
ation. W hat I think is required is such an ex­
amination as will enable the auditor to express a 
fully informed opinion concerning the profits for the 
period covered by the examination, and the financial 
position of the applicant at the close of the period. 
It is undesirable to burden industry with the ex­
pense of more complete examinations than are rea­
sonably required for the protection of investors. 
Since subsidiary companies form such an important 
part of modern business practice, provision should 
be made for including all such companies in the ex­
amination.
"Legislative proposals of this sort inevitably raise 
questions regarding the relative interests of firms of 
accountants doing a nation-wide business and those 
of a more local character. I feel that both types of 
firms are essential to a healthy development of the 
profession, and my firm has adopted as a settled 
policy the principle that it does not desire to expand 
its practice at the expense of local practitioners. 
Holding these views, I was glad to observe that the 
amendments of the house bill eliminated the pro­
vision whereby the audits were required to be made 
by certified public accountants of Indiana.
"If legislation of the character of the house bill 
were enacted generally in all of the states, the in­
evitable result would be that, as vendors of securities 
usually desire to offer them in a number of states, 
they would turn naturally to accountants able to 
qualify in a number of states rather than to those 
practicing only in a restricted territory. Firms en­
gaged in nation-wide business would be compelled 
to qualify in all the principal commercial states. If 
in order to qualify it were necessary to have an office 
in a particular state, the further result would be to 
bring such firms into direct competition with local 
practitioners for the purely local work with which, 
at present, they are not in any way concerned. For 
these reasons, I am convinced that legislation of a 
restrictive character, such as proposed by the house 
bill, while at first sight it might seem to be in the 
interest of the local accountant, would ultimately 
tend to divert business to the firms engaged in nation­
wide practice—a tendency which I feel would not be 
in the best interests of the profession or of the 
public.”
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Latest reports state that Indiana house bill 
No. 279 had been recalled prior to adjourn­
ment of the legislature, which took place 
March 6th.
Natural Business Year
The chairman of the Institute’s special com­
mittee on natural business year, A. S. Fedde, 
has pointed out that the recent requirements of 
stock exchanges, of the Edison Electric Institute 
and other businesses may be expected to in­
crease to some extent the volume of auditing 
work. However, he considers it likely that the 
greater part of the work will fall at the close 
of the calendar year and urges that accountants 
exercise every effort to induce their own clients 
to adopt natural fiscal years, in order that the 
already heavy burden of calendar-year-end ac­
counting work will not assume terrific pro­
portions.
He draws attention to the undesirability and 
difficulty of employing temporary assistants 
during the busy season to perform a large pro­
portion of the annual volume of auditing work 
within a period of about two months. The 
committee will welcome suggestions as to how 
the matter may be attacked effectively and asks 
the coöperation of all members of the Institute.
N a t u r a l  Y e a r  in  P h o t o g r a p h y  In d u s t r y
In response to a request published in the 
January Bulletin, the special committee on 
natural business year has received from a mem­
ber of the Institute the following information 
concerning the natural year in the photography 
industry:
"I have succeeded in persuading three companies 
to change their closing date from December 31st to 
October 31st. They are engaged in the various 
branches of photography ( advertising, portrait and 
news). This business is highly seasonal, e.g., very 
active in fall and slow throughout the rest of the 
year.
"In a sense, both October 31st and December 31st 
could be considered to mark the natural business 
year, but it seems to me that, as a general propo­
sition, an acounting year ought to begin with the 
profitable season and end with the dull one, rather 
than the reverse. Conservatism requires that wealth 
should be measured after losses have been suffered 
rather than just before they are likely to occur.
Regents Suspend Two New York 
Accountants
Announcement has been made in the press 
that the board of regents of the state of New 
York has handed down its first decision under 
the new sections of article 57 of the educational 
law, under which two certified public account­
ants have been suspended from practice for a 
period of six months for gross negligence in 
the practice of accountancy.
Accountant Retires as Lord Provost 
of the City of Edinburgh
The Accountants’ Magazine for January an­
nounces the retirement, at the end of his term 
of office as Lord Provost of the City of Edin­
burgh, of the Right Hon. Sir Thomas B. Whit­
son, chartered accountant. The same maga­
zine announces that W. G. Walker, a member 
of the Society of Accountants in Edinburgh, 
has purchased Clermiston Tower and has pre­
sented it to the city as a tribute to Sir Walter 
Scott and to the retiring occupant of the civic 
chair of Lord Provost, in order to mark the 
close of Sir Thomas’ term of office. Clermiston 
Tower was built in 1871 in honor of Sir Walter 
Scott, the centenary of whose birth was cele­
brated in that year.
Golden Jubilee of the Institute of 
Chartered Accounts of Ontario
The Institute of Chartered Accountants of 
Ontario celebrated the fiftieth year of its incor­
poration at a dinner and reception in the Ban­
quet Hall of the Royal York hotel, Toronto, on 
February 10th. The attendance was more than 
400. Harold A. Shiach, president of the in­
stitute, acted as chairman and introduced the 
premier of the province of Ontario, the mayor 
of the city of Toronto, and representatives of 
sister societies, including a vice-president of the 
American Institute of Accountants, Frederick
B. Andrews of Chicago.
In responding to the introduction Mr. An­
drews referred to the value of traditions estab­
lished and maintained over a long period of 
years, and expressed felicitations to the Ontario 
institute upon reaching its fiftieth anniversary. 
He assured those present of the cordial friend­
ship of their fellow practitioners in America
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and offered the greeting of the American In­
stitute of Accountants.
George Edwards outlined the history of the 
accountancy profession and of the Ontario In­
stitute. W. T. Kernahan, an early member 
and a past president, referred to the difficulties 
of students and practitioners in the early days. 
Harvey E. Guilfoyle, another past president, 
spoke of the first days of the profession in 
Scotland, England and Canada and paid a 
tribute to the pioneers of accountancy. "Pub­
lic financing” was the subject of an address by 
Hon. George S. Henry, premier of the prov­
ince. A part of the program was the presenta­
tion of membership certificates to incoming 
members.
"Disposition in Accounts of 
Abnormal Losses”
The January bulletin of the New York State 
Society of Certified Public Accountants is de­
voted to discussion of the disposition in ac­
counts of abnormal losses. A foreword by
A. S. Fedde, chairman of the society’s commit­
tee on practice procedure, introduces two 
papers, by Walter A. Staub and William H. 
Bell, dealing with various phases of the subject 
under consideration.
Accountancy and the Press
" A u d it in g  St a n d a r d s”
Under the title "Auditing Standards” the 
following article appeared in the New York 
Times, February 18th:
"Now that the theory of independent audits of 
corporate accounts has been conceded by all authori­
ties, efforts should be made to obtain standardized 
accounting methods in the various major industries, 
according to one of the earliest proponents of com­
prehensive and easily understandable financial reports. 
It so happens that public-utility holding companies 
are the corporations referred to in this connection. 
While operating companies are obliged by the laws 
of a majority of the states to conform to a standard 
accounting system, there is no similar rule for the 
guidance of holding companies. The early adoption 
of uniformity by the holding companies would per­
mit what is now difficult, a ready comparison between 
the various companies in the field.”
A u d it s  t o  P r o t e c t  I n v e s t o r s
An editorial in the Chicago Daily News of 
March 3rd reports a suggestion that corpora­
tions applying to have their stocks and bonds 
listed be required by law to employ certified 
public accountants to prepare the financial state­
ments accompanying the applications. Referring 
to "flattering” reports sometimes issued by offi­
cers of a company, the editorial mentions intro­
duction of an amendment to the Illinois securi­
ties law concerning the employment of certified 
public accountants in the preparation of finan­
cial statements of listed corporations. This 
amendment, the writer says, is one of several 
measures to safeguard the interests of Illinois 
investors, and it should be passed as speedily as 
possible.
U n i f o r m  A c c o u n t s  f o r  U t il it ie s
In an article in the Public Utilities Fort­
nightly for December 8, 1932, Martin G. 
Glaeser, professor of economics at the Univer­
sity of Wisconsin, recommends uniform classifi­
cation of accounts and standard financial reports 
for public-utility companies, whether privately 
or publicly owned. The article says, in part:
"This has been done in only a few states, notably 
Arizona, Massachusetts, Wisconsin, and Indiana. A 
much larger number of states has given state com­
missions the wholly inadequate authority to examine 
all books, papers, and documents, to audit books of 
account and to make surveys of all the physical 
facilities of municipally owned plants. From the 
point of view of obtaining adequate standards of com­
parison, all public utilities should be obliged to use 
the same standard and uniform classification of ac­
counts prescribed for the several public utilities. A 
necessary corollary would be making the filing of 
standard and uniform reports compulsory. These 
requirements, then, together with the power to make 
audits and inspections and to issue the necessary 
orders to bring about compliance with such stand­
ardizing requirements, should be the barest mini­
mum. Without them, all attempts at making scien­
tific comparisons are bound to be abortive. The 
voluntary adoption by scattered municipalities of the 
classifications of accounts prescribed for private 
utilities is no substitute for this more thorough­
going procedure.
"Having laid the basis for scientific accounting, 
it will be possible to obtain the necessary data of 
both a financial and physical character for institut­
ing comparisons. It is not the purpose of this article 
to discuss in detail what these arrangements will 
have to be, or what such comparisons might disclose 
in the way of results. The detailed arrangements
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must conform to local conditions and to the financial 
practicability of a given regime of record and account- 
keeping. As to the results of such comparisons the 
present writer agrees with most impartial students of 
the subject that conclusions with respect to the issue 
of private versus public ownership and operation 
should always be based upon concrete facts, estab­
lished after due inquiry into each situation.
The February issue of the Robert Morris 
Associates monthly bulletin contains discussion 
at a joint meeting of the Ohio Society of Certi­
fied Public Accountants and the Cleveland 
chapter of the Robert Morris Associates at 
Cleveland, October 7th.
Cooperation with Bankers
OBITUARY
Thomas L. Berry
Thomas L. Berry, a charter member of the 
American Institute of Accountants, and a mem­
ber of its predecessor, the American Associa­
tion of Public Accountants, died at his home in 
Baltimore on February 27th, at the age of 78. 
Mr. Berry had taken a keen interest in the 
affairs of the Institute and served on its com­
mittee on budget and finance from 1916 to 
1921. He was a certified public accountant of 
Maryland, and was a charter member of the 
Maryland Association of Certified Public 
Accountants, having been active in the passage 
of the first Maryland C. P. A. bill, which be­
came effective in 1900. He served two years 
as president of the Maryland association and 
at a later date was re-elected to that office for 
an additional year. At the time of his death 
Mr. Berry was in practice on his own account.
Martin A. Coughlan
Martin A. Coughlan of East Orange, New 
Jersey, died at his home on February 18th. 
He was admitted as a member of the Ameri­
can Institute of Accountants in 1916 by virtue 
of his membership in the Institute’s predecessor, 
the American Association of Public Accoun­
tants. He was a certified public accountant of 
New Jersey and New York, and a charter mem­
ber of the Society of Certified Public Account­
ants of the State of New Jersey. He was a  
partner of the firm of Coughlan & Coughlan 
of New York. He was 69 years of age.
John M. Gilchrist
John M. Gilchrist of Omaha, Nebraska, a 
member of the American Institute of Account­
ants since August, 1924, died on February 
13th, at the age of 70. Mr. Gilchrist was 
elected a member of council of the Institute in 
1929 for a term of five years. He served on 
the Institute’s committee on meetings for the 
year 1929-1930. At the time of his death he
was the sole owner of the firm of John M. 
Gilchrist Company. Mr. Gilchrist took an 
active part in the work of the American Insti­
tute of Accountants, as in all matters appertain­
ing to accountancy. He was a pioneer in the 
profession in his section of the country, hav­
ing established an office in Omaha in 1901 
after completing five years as state examiner of 
county treasurers’ records. He sponsored the 
Nebraska C. P. A. bill which was passed in 
1909 and received the first C. P. A. certificate 
of that state. He served as chairman of the 
Nebraska state board of examiners from 1909 
to 1912, and was again appointed chairman in 
1924.
Overton S. Meldrum
Overton S. Meldrum, of the firm of 
Meldrum & Meldrum, Louisville, Kentucky, 
died at his home on March 4th. He was 73 
years of age. Mr. Meldrum was a charter 
member of the American Institute of Account­
ants and a member of the American Associa­
tion of Public Accountants, its predecessor. He 
was born at Madison, Indiana, and as a young 
man moved to Cincinnati and then to Chicago. 
He settled in Louisville in 1882 and started a 
banking career with the Western Finance Cor­
poration, later known as the Bank of Com­
merce, which became associated with the Louis­
ville City National Bank. Mr. Meldrum was 
well-known in the accountancy profession, in 
which he became engaged in 1902. He was 
elected vice-president of the American Institute 
of Accountants in 1929 after having served two 
five-year terms on the council. He was also 
appointed a member of the Institute’s com­
mittee on nominations in 1931. Mr. Meldrum 
was a certified public accountant of Indiana and 
Kentucky, having at one time served as presi­
dent of the Kentucky Society of Certified Public 
Accountants. Upon his resignation from that 
office he was made president emeritus.
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STATE LEGISLATION
As the current sessions of state legislatures 
draw to a close many bills affecting accountants 
await final consideration. The American Insti­
tute of Accountants committee on state legisla­
tion and special committee on appointment of 
auditors have studied a multitude of bills, and 
in many cases have communicated their 
opinions to state societies of certified public 
accountants. The bills of interest to the Insti­
tute’s committees generally fall into two classes, 
first, those dealing with amendment of state
C. P. A. laws, and second, those concerned with 
appointment of public accountants as auditors 
of governmental subdivisions, semi-public cor­
porations, corporations applying for registration 
with security commissions, etc. For the con­
venience of readers the bills have been divided 
into these two general classifications in digest­
ing their contents at this time.
In several states attempts have been made to 
overthrow the whole structure of C. P. A. laws. 
While the form of proposed legislation varies 
considerably, the general intent in each case is 
to re-open the waiver clause, that is, to permit 
state recognition of accountants without exami­
nation. At the request of local societies, the 
Institute has joined in opposition to some of 
these bills.
In other states legislation of the two-class, 
restrictive type has been proposed. The Insti­
tute’s committee on state legislation has urged 
that the utmost care be exercised in order to 
avoid provisions such as those which have been 
declared unconstitutional in Illinois and Ten­
nessee, and has also earnestly recommended that 
no impediments to interstate practice be allowed 
to creep into bills of this character.
In several other states amendments to exist­
ing C. P. A. laws have been proposed in order 
to elevate professional standards and to elimi­
nate weaknesses in administrative provisions. 
The Institute’s committee on state legislation 
has been in close correspondence with account­
ants in several states where amendments of this 
type were being considered, and has been able 
to make helpful suggestions on a number of 
occasions.
Following are summaries of bills and reports 
of their status according to latest advice from a 
legislative reporting service on March 7th, the 
date on which this Bulletin goes to press:
C. P. A. Legislation 
Arizona
House bill 134, introduced in the Arizona 
legislature January 2nd, would substitute for 
the C. P. A. law of that state an act contain­
ing a waiver provision under which C. P. A. 
certificates might be issued without examination 
to accountants who had been engaged in prac­
tice for a specified length of time. The bill 
also contains provision for issuance of certifi­
cates of authority to practise as public account­
ants to those who could not qualify under the 
waiver provision.
The bill passed the house on February 17th.
At the request of certified public accountants 
of Arizona the Institute wired a protest on 
February 24th for transmission to legislators 
interested in the bill. The telegram reads in 
part as follows:
"Regarding proposed Arizona bill including waiver 
clause permitting issuance of C. P. A. certificates 
without examination. American Institute of Ac­
countants as national professional accountancy or­
ganization strongly disapproves any attempt to lower 
standards of C. P. A. certificate which is legal cre­
dential of qualified practitioners in all states and 
territories. Recently adopted requirements of New 
York stock exchange, curb exchange, produce ex­
change, Edison Electric Institute as well as legislation 
proposed in several states requiring independent 
audits make it imperative that high standards for
C. P. A. certificate be maintained everywhere as pro­
tection to public. Issuance of C. P. A. certificate 
without examination would be injurious to business 
public and to accountancy profession. It would be 
most unfortunate if Arizona should permit its pro­
fessional accountancy standards to sink lower than 
those of other states.”
Colorado
Senate bill No. 756 would amend the Colo­
rado accountancy law by granting the secretary 
of the board, upon proper recommendations of 
the board of accountancy, authority to re-issue 
a certificate which had previously been revoked. 
No action has as yet been reported on this bill.
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House bill 1101 , introduced in the Con­
necticut legislature January 27th, contains 
amendments to t he C. P. A. law which are 
generally considered desirable by the state 
society and by the Institute’s committee on state 
legislation. The amendments affect the organi­
zation of the board, the procedure in conduct­
ing examinations, recognition of certificates of 
other states, revocation of certificates, penalty 
for false statements, and practice under firm 
names. Provisions for the ownership of ac­
countants’ working papers and privileged com­
munications for accountants, which are not in­
cluded in the existing law, are dealt with in the 
amendatory bill.
The Institute’s committee suggested elimina­
tion, in the provision for recognition of certifi­
cates of other states, of the requirement that the 
state of original issuance must grant similar 
privileges to holders of Connecticut certificates.
Georgia
A bill introduced in the Georgia legislature 
January 18th, under the designation house bill 
235, would amend the existing C. P. A. law 
to provide for the issuance of recognition cer­
tificates to certified public accountants of other 
states, a provision which is not included in the 
present statute. The amendatory bill also in­
cludes sections providing for privileged com­
munications and the ownership of accountants’ 
working papers. The proposed amendments 
generally have the approval of Georgia certified 
public accountants and the Institute’s com­
mittee, although the committee has pointed out 
that the provision for recognition of certificates 
of other states would be improved by elimina­
tion of the requirement that similar privileges 
must be granted Georgia certified public 
accountants by the state of original issuance.
Idaho
On February 21st an accountancy bill was 
introduced in the Idaho legislature under the 
designation house bill 291. The bill would 
provide for the issuance of C. P. A. certificates 
by examination and for registration of public 
accountants. It would prohibit practice in the 
state by any except accountants duly registered 
with the department of law enforcement, which 
in Idaho discharges the duties of a state board
Connecticut of accountancy. Certified public accountants 
of other states, temporarily engaged in profes­
sional activity in Idaho incident to their regular 
practice, would be exempt from the restrictive 
provisions. Partnerships might use the desig­
nation C. P. A. if resident partner or manager 
held an Idaho certificate and other partners 
were certified in other states.
It has been reported that the Idaho legis­
lature adjourned March 1st, but no action on 
this bill has been reported beyond its reference 
to the house committee on state affairs.
Illinois
Senate bill 226, introduced into the Illinois 
legislature February 1st, provides for repeal of 
section 13 of the public accounting law of 
1927, which reads as follows:
"A  public accountant shall not be required by any 
court to divulge information or evidence which has 
been obtained by him in his confidential capacity as a 
public accountant.”
No action has been reported.
Michigan
Michigan house bill No. 56 would amend 
the accountancy law of the state by providing 
that the state board of accountancy might em­
ploy assistants, but would require the members 
of the board to serve without compensation. 
At the present time members of the board may 
receive $10 a day for time actually expended 
in the service of the board.
Minnesota
Minnesota house bill No. 665, introduced 
February 1st, would repeal the existing C. P. A. 
law of the state. In lieu of the state board of 
accountancy it would establish an institution to 
be known as the Minnesota Society of Account­
ants, the initial members of which would be 
accountants who had been in practice for 
several years. Each member of this society 
would be entitled to use the designation
C. P. A. by virtue of his membership. After 
passage of the act persons might be admitted 
to the society by examination. This bill is re­
garded as one of the most curious attempts to 
re-introduce a waiver provision. The measure 
has the active opposition of certified public 
accountants in Minnesota.
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Missouri
House bill 57, introduced in the Missouri 
legislature January 17th, would abolish the state 
board of accountancy and the C. P. A. certifi­
cates without providing any substitute.
On February 15th a bill was introduced 
under the designation house bill 620 which 
would substitute for the existing C. P. A. law 
an act providing for the issuance of "certified 
practical accountant” certificates, with the 
abbreviated title C. P. A. The Missouri Society 
of Certified Public Accountants is opposing 
both bills. Richard S. Wyler, representing the 
society, issued a statement charging that house 
bill 57 would destroy the usefulness of certi­
fied public accountants in Missouri. In re­
ferring to house bill 620, Mr. Wyler said that 
the title of "certified practical accountant” 
was "both original and ludicrous.” The latter 
bill contains a clause whereby the proposed 
board of accountancy would have implied 
authority to waive the examination prescribed 
for the certificate. It was reported unfavorably 
in the house on February 24th.
On February 1 1 th a third bill was intro­
duced, house bill 405, instructing the board 
of accountancy to waive the examination of 
applicants for C. P. A. certificates who are 
graduates of educational institutions of high 
standards and who have a certain amount of 
professional experience. This bill was reported 
favorably in the house on February 24th.
Montana
Senate bill 193, introduced in the Montana 
legislature February 14th, would amend the 
existing C. P. A. law by providing that C. P. A. 
certificates be issued without examination to 
accountants employed by state departments for 
four years preceding the date of application, 
who apply for the certificate within sixty days 
after passage of the act.
The bill was approved by the governor 
March 6th.
Nebraska
An accountancy bill of the two-class restric­
tive type was introduced in the Nebraska 
legislature January 30th under the designation 
senate bill 248. The bill includes a provision 
that persons practising under assumed names 
and all persons engaged in the practice of 
public accounting as firms or corporations
would be required to procure annual licenses. 
Public accountants would be issued permits of 
authority prior to January, 1934, empowering 
them to continue in practice, but thereafter no 
one would be permitted to practise in the state 
except certified public accountants. The bill 
was reported favorably in the senate on Feb­
ruary 9th.
Ohio
A bill which would destroy the C. P. A. cer­
tificate in Ohio was introduced in the legisla­
ture of that state on February 7th, under the 
designation senate bill 242. The bill pro­
vides for issuance by the state board of "cer­
tificates of qualification” to accountants who 
pass prescribed examinations and who fulfill 
the preliminary requirements specified in the 
proposed act.
Educational prerequisites would be waived 
in the case of persons eligible for registration 
at the date of enactment of the law, or per­
sons acting in the capacity of senior accountant 
prior to January 1 , 1935. The board would 
be required to issue a registration card to each 
applicant who had practised public accounting 
for a certain length of time prior to January 1 , 
1935, as well as holders of valid C. P. A. cer­
tificates previously issued by the Ohio board 
under former statutes. Persons registered 
under this provision who might apply for 
examination for a "certificate of qualification” 
would be granted an advance credit of fifteen 
points in each examination subject for each year 
of experience in the practice of public account­
ing.
No person failing to obtain a registration 
card prior to January 1 , 1935, would thereafter 
be permitted to practise public accounting in 
the state, except those who obtained "certifi­
cates of qualification” from the state board.
The bill contains provision for recognition 
of certified public accountants of other states, 
for temporary practice by accountants of other 
states and for the registration of resident 
partner or managers of accounting firms.
The bill is actively opposed by the Ohio 
Society of Certified Public Accountants, and at 
the request of the president of that society the 
American Institute of Accountants dispatched 
the following telegram to the chairman of a 
committee of the legislature which had the bill 
under consideration:
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"At request of Ohio certified public accountants 
our legislation committee has examined Ohio senate 
bill 242 designed to regulate practice of public ac­
countancy. As national professional accountancy or­
ganization may we respectfully point out that the 
bill would be inimical to the interests of accredited 
accountants in Ohio as well as those of the business 
community. The bill would destroy in your state 
the designation "certified public accountant” which 
is recognized legal credential of qualified professional 
accountants in all states of the union. The desig­
nation certified public accountant has become 
nationally recognized as title of qualified accounting 
practitioners and it appears in state laws, indentures, 
corporate charters and rules of some public bodies, 
such as United States board of tax appeals. Enact­
ment of the bill would place Ohio accountants and 
companies audited by Ohio accountants in difficult 
position if they wish to obtain recognition in other 
states. Recently adopted requirements of the New 
York stock exchange, curb exchange, produce ex­
change, Edison Electric Institute, as well as proposed 
legislation requiring independent audits, make it im­
perative that high standards for the C. P. A. certifi­
cate be maintained everywhere as protection to the 
public. The proposed bill would permit many ac­
countants to obtain state recognition in Ohio with­
out examination or adequate test of their qualifica­
tions and consequently would lower the standards of 
the profession in Ohio. In the interests of the ac­
countancy profession throughout the country and the 
reputable accountants of Ohio with whom we are co­
operating we respectfully ask your opposition to the 
bill.”
Oklahoma
A bill providing for the issuance of C. P. A. 
certificates to holders of commercial or muni­
cipal accountant certificates issued under the 
original Oklahoma accountancy law was intro­
duced in the legislature of that state January
5th, under the designation of senate bill 44. 
The present C. P. A. law of Oklahoma super­
seded the original act in 1931. The old law 
provided for the issuance of three types of cer­
tificates, certified public accountant (C. P. A .), 
certified commercial accountant (C. C. A.) and 
certified municipal accountant (C. M. A.) The 
new statute provides for recognition of those 
who held C. P. A. certificates under the original 
act. The present bill is an effort to obtain simi­
lar recognition for the holders of municipal and 
commercial accountant certificates. It is op­
posed by the Oklahoma Society of Certified 
Public Accountants.
Oregon
Oregon house bill 191, introduced January 
24th, would provide for the issuance of C. P. A. 
certificates without examination to applicants 
possessing five years’ professional experience 
and certain academic qualifications. A pro­
vision concerning the personnel of the state 
board of accountancy would make it possible 
for accounting instructors who did not possess
C. P. A. certificates to serve on the state board. 
The section dealing with examinations ambigu­
ously requires "average” accounting problems. 
The bill is opposed by the state board of ac­
countancy and by the Oregon Society of Cer­
tified Public Accountants.
Pennsylvania
A bill to provide for the certification of ac­
countants without examination in certain cases 
was introduced in the Pennsylvania legislature 
February 7th (house bill 716 ) .  Persons not 
less than forty years of age who had been in 
practice as public accountants for five years in 
the state would be eligible for a certificate with­
out examination. The bill is opposed by the 
Pennsylvania Institute of Certified Public 
Accountants.
Tennessee
An accountancy bill was introduced in both 
houses of the Tennessee legislature about the 
middle of January. On the 20th of January 
the legislature of Tennessee recessed to Febru­
ary 27th, and since that date no action has been 
reported on the bill (senate bill No. 77 and 
house bill No. 222). The proposed law con­
tains what is in effect a waiver clause, by re­
quiring the board to issue a C. P. A. certificate 
to anyone who has obtained the right to prac­
tise as an accountant under prior laws, which 
provided for registration as public accountants 
of persons in practice at the date of enactment. 
The present bill also provides for the annual 
registration of certified public accountants and 
public accountants. The bill would require that 
each practitioner give a bond in the sum of 
$5,000. It has the active opposition of certi­
fied public accountants of Tennessee.
Washington
A two-class restrictive accountancy bill was 
introduced in the Washington legislature Janu­
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ary 16th under the designation house bill 43. 
All persons in practice for a year prior to en­
actment of the bill would be permitted to regis­
ter as public accountants within six months 
after its passage. Thereafter no one would 
be permitted to register, and none but certified 
public accountants or registered public account­
ants would be permitted to practise in the state. 
There is a provision for recognition of C. P. A. 
certificates of other states maintaining standards 
equivalent to those of Washington. Any prac­
titioner of another state would be permitted to 
perform engagements in Washington arising 
incidentally in his regular practice.
West Virginia
Senate bill 97, introduced in the West Vir­
ginia legislature February 16th, would substi­
tute for the existing accountancy law of the 
state a two-class restrictive statute. The bill 
contains provision for the annual registration of 
certified public accountants and public account­
ants who are registered prior to October 1 , 
1933. Thenceforth none but registered ac­
countants would be permitted to practice. No 
partnership practising in West Virginia would 
be permitted to use the designation "C. P. A.” 
unless all members of the firm held certificates 
granted under the law of West Virginia. 
Recognition of certificates of other states would 
be subject to the extension of similar recog­
nition, on the part of the states of original 
issuance, to certified public accountants of West 
Virginia. The bill has been reported favor­
ably in the senate.
Wyoming
A bill relating to the state board of account­
ancy was introduced in the Wyoming legisla­
ture February 3rd (house bill 2 11 ) , but it was 
not reported out of committee prior to adjourn­
ment on March 7th.
Appointment o f Auditors 
California
A bill providing for the issuance of certifi­
cates to qualified state, county and municipal 
public accountants, and for the creation of a 
state, county and municipal board of account­
ancy, was introduced in the California legisla- 
ture January 26th, under the designation senate 
bill 532. The bill apparently would have no
affect on the C. P. A. law of California, but 
would create machinery for the licensing of a 
special class of accountants qualified to under­
take accounting engagements for govermental 
subdivisions. No action on this bill has been 
reported.
Connecticut
A bill concerning audit of savings banks 
was introduced in the Connecticut legislature 
January 27th, under the designation senate bill 
157. The bill would amend the existing statute 
providing for audit of savings banks by inde­
pendent auditors appointed by the officers, 
directors or trustees, but selected from without 
the official personnel. Under the amended pro­
vision any bank might have an audit or exami­
nation by a certified public accountant approved 
by the bank commissioner, on any date during 
the quarter ending September 30th each year, 
in lieu of the examination required by the 
present law.
Indiana
Indiana house bill No. 279 passed the house 
February 10th. The bill provided for audit of 
the accounts of applicants for registration of 
securities by qualification for sale in Indiana. 
The bill was passed with amendments in the 
senate and was referred to the governor, but 
according to later reports was subsequently re­
called.
Certain sections of the bill were considered 
undesirable by the Institute, and by order of 
the executive committee a letter was addressed 
to the Indiana Association of Certified Public 
Accountants, suggesting opposition to the ob­
jectionable features of the proposed act. As the 
matter is of general interest the contents of this 
letter and a statement of the circumstances are 
printed in a separate article in this Bulletin.
Iowa
Two bills relating to audit of state institu­
tions were introduced in the Iowa legislature on 
January 9th and February 15th, respectively. 
The first, senate bill No. 14, would repeal the 
mandatory outside audits of educational, penal 
and other institutions. The second, house bill 
No. 294, provides that the maximum cost of 
outside audit of the board of education shall 
be $25,000.
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Kansas
Several bills and resolutions providing for 
investigation of state departments and sub­
divisions have been introduced in the legisla­
ture of Kansas.
House bill 390 provides for appointment 
of county auditors, for counties of specified 
population, to be appointed by the state tax 
commission. The bill has passed the house.
Senate joint resolution 1 provides for an in­
vestigation and audit of the state highway de­
partment, and authorizes the employment of 
accountants for that purpose. The bill passed 
the house with amendments, with which the 
senate concurred on March 1st and was ap­
proved by the governor March 7th.
Senate concurrent resolution 20 provides for 
a by-partisan investigation of the state banking 
commission and provides for the employment 
of accountants at $10 a day.
Senate bill 452 contains a provision requir­
ing independent audit of taxing districts. It 
specifically authorizes the conduct of such audits 
by certified public accountants.
Senate joint resolution 15 provides for in­
vestigation of the state insurance commission 
and includes an appropriation for the conduct 
of the investigation.
House bill No. 569 provides for audits of 
certain local governments, and authorizes the 
employment of certified public accountants for 
the purpose.
Minnesota
A revised corporation act introduced into the 
Minnesota legislature under the designation of 
house bill 883 contains two provisions affect­
ing accountants. Corporate directors, under 
one section of the bill, would be excused from 
negligence if they relied and acted in good faith 
upon a profit-and-loss statement certified by a 
public accountant or firm of public accountants 
selected with reasonable care. Another pro­
vision of the bill provides for the issuance to 
shareholders of profit-and-loss statements cer­
tified by an officer of the company or by a pub­
lic accountant.
Nebraska
Nebraska house bill 169, introduced Janu­
ary 19th, would provide for annual audit of 
the books and accounts of certain county officers 
by certified public accountants.
New Jersey
The Society of Certified Public Accountants 
of the State of New Jersey is opposing a bill in 
the state legislature, known as senate bill 129, 
which would create the office of state auditor 
and would give him complete control over all 
state departments. A section of the bill specifi­
cally states that it would be unlawful for any 
state department or agency of the state govern­
ment to employ any outside auditors for the 
purpose of auditing the books and accounts of 
such department or agency, which would rely 
entirely upon the state auditor for the perform­
ance of such duties.
Oregon
Oregon house bill 497 would require the 
state auditor to effect annual audit of the ac­
counts and records of justices of the peace and 
district courts of counties of less than 100,000 
population. The bill provides for the employ­
ment of "accounting experts” to make the 
necessary examinations.
South Carolina
Senate bill 230 provides for the appoint­
ment of accountants to audit the accounts of a 
bank now in receivership.
Senate bill 77, repealing section 4694 of 
the code of laws of South Carolina of 1932 
providing for an annual audit of the public 
offices and closed banks in Oconee county, was 
approved by the governor on February 2nd and 
became chapter 16 of the laws of 1933.
Utah
House bill 182, introduced in the Utah 
legislature February 17th, would give any tax­
payer power to appoint an auditor to examine 
the accounts of any city, school district or 
county.
Ernest Crowther announces the removal of 
his office to 505 Law and Finance building, 
Pittsburgh, Pennsylvania.
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their offices to the Morris building, Philadel- 
phia, Pennsylvania.
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NEWS OF LOCAL SOCIETIES
California
Los A n g e l e s
On February 20th the Los Angeles chapter 
of the California State Society of Certified 
Public Accountants held its monthly meeting 
at the Elks club building, jointly with the Los 
Angeles chapter of the Robert Morris Asso­
ciates. Harry B. Mills, president of the 
society’s chapter, called the business session to 
order, and then turned the meeting over to 
Walter B. Gibson, chairman of the chapter’s 
committee on cooperation with the Robert 
Morris Associates. Fourteen accountants par­
ticipated in answering questions asked by the 
bankers. J. E. Hammond, president of the 
California State Society of Certified Public Ac­
countants, addressed the meeting on "Charac- 
ter, the chief asset of the professional account­
ant.”
Georgia
Sa v a n n a h
A special luncheon meeting of the Savannah 
chapter of the Georgia Society of Certified 
Public Accountants was held on February 18th 
at the Savannah hotel. Sydney T. Lee, chair­
man, presided. Norman D. Cann of Atlanta, 
guest of honor, spoke on accounting bills and 
other matters pending before the Georgia legis­
lature, explaining changes in the provisions of 
the proposed new C. P. A. bill as compared 
with the present C. P. A. law. Mr. Cann also 
touched on the subject of professional con­
duct and ethics of accountants.
Maryland
The Maryland Association of Certified Public 
Accountants held a meeting on February 14th 
at the Emerson hotel, Baltimore. Allan C. 
Girdwood, attorney, formerly a member of the 
Maryland legislature and secretary of the state 
tax commission, and at present a member of 
the mayor’s committee on the tax situation in 
Baltimore, spoke on "Cost of government, 
national, state and local.”
Massachusetts
A meeting of the Massachusetts Society of 
Certified Public Accountants, was held on Feb­
ruary 23rd at the Parker house, Boston. J. M.
B. Hoxsey, executive assistant of the committee 
on stock list of the New York stock exchange 
addressed the meeting on "Write-downs of 
assets.” Mr. Hoxsey’s address included dis­
cussion of capital surplus, plant depreciation, 
income account, and the technical phases of 
write-offs of tangible and intangible fixed 
properties and of current assets.
Michigan
On February 9th the Michigan Association 
of Certified Public Accountants held a meeting 
at the Detroit Leland hotel. The subject under 
discussion related to municipal audits and 
specifications for bids thereon. The speaker 
was Carl H. Chatters, executive director of the 
Municipal Finance Officer’s Association of Chi­
cago.
New Jersey
One hundred members and guests were pres­
ent at a meeting of the Society of Certified 
Public Accountants of the State of New Jersey 
which took place at the Downtown club, New­
ark, on February 27th. Philip S. Suffern, pre­
sided. Robert H. Gulliver, chairman of the 
society’s committee on legislation, rendered a 
report on bills recently introduced in the New 
Jersey legislature.
The meeting was then turned over to 
Maurice E. Peloubet, chairman of the committee 
on technical -studies, who introduced the 
speakers of the evening. Following are the 
names of those who presented papers, with the 
titles of their addresses: Albert J. Wiley and 
George Rea, "Budgets and budgetary control” ; 
Leon Kranztohr and Robert F. Tillison, "Muni­
cipal accounting and the taxpayer” ; Leopold 
Frankel and James J. Hastings, "Court tetsti- 
mony of accountants and reports in litigated 
matters.” Brief discussion followed presenta­
tion of each paper.
Pennsylvania
H a r r is b u r g
The Harrisburg chapter of the Pennsylvania 
Institute of Certified Public Accountants held 
a meeting on January 20th at the Harrisburger 
hotel. Leon D. Metzger, secretary of revenue, 
assisted by Sanford D. Beecher, counsel, and A.
18
Bulletin of American Institute of Accountants
J. Farber, director of delinquent taxes, answered 
questions in regard to the new state sales tax 
on sales to consumers, to be paid by the vendor. 
Clarence L. Turner, chairman of the Philadel­
phia chapter, gave a talk on the income-tax act 
of 1932. He also discussed the codification of 
corporation laws and restrictive legislation for 
accountants.
P h il a d e l p h ia
A joint meeting of the Philadelphia chap­
ters of the Pennsylvania Institute of Certified 
Public Accountants and the Robert Morris As­
sociates was held at the Manufacturers and 
Bankers club on February 21st. The meeting 
was arranged for discussion of subject of inter­
est to both chapters. The speakers for the 
Pennsylvania Institute chapter included John K. 
Mathieson, John Balch and Francis P. Byerly. 
Mr. Mathieson dealt with inventories, the lia­
bility of the accountant in certifying thereto, 
and the considerations to be given to the physi­
cal condition of inventories. Mr. Balch spoke 
on the necessity of adding to the present serv­
ices rendered by accountants that of budget 
preparation, and the submission of budget re­
ports in addition to ordinary audit reports. Mr. 
Byerly discussed the importance of full audits 
before rendering reports.
Representatives of the Robert Morris Asso­
ciates included Alexander Wall, national secre­
tary of the organization; John N. Eaton, vice- 
president of the Merchants National Bank of 
Boston; Wilson Steinmetz, of the Ninth Bank 
& Trust Company of Philadelphia, and Charles 
Chapman, of the Kensington Security Bank of 
Philadelphia. Mr. Wall spoke on accountants’ 
certificates and their meaning. Mr. Eaton, a 
member of the national committee on cooper­
ation with accountants, described the aims of 
that committee, and stated that bankers realize 
their responsibility of informing customers that 
a full audit is necessary at all times. He dis­
cussed faults found in audits, such as the lack
Announcement has been made of the associa­
tion of Ferron L. Andrus and Harry B. Mills 
under the firm name of Harry B. Mills & Co., 
with offices at 3902 West Sixth street, Los 
Angeles, California.
Wayne E. Pollard announces the opening of 
an office in the Rockford National Bank build­
ing, Rockford, Illinois.
of segregating accounts receivable arising from 
other than sales sources. Mr. Steinmetz’s ad­
dress dealt with analysis of inventories and the 
necessity for comments on the operating state­
ments issued by the accountants as part of their 
reports. Mr. Chapman, as chairman of the 
Robert Morris Associates’ chapter, discussed the 
letter sent to banks by the Pennsylvania Insti­
tute’s committee on cooperation with bankers, 
and expressed the appreciation of the banks for 
the general spirit of goodwill which existed.
Discussion followed the presentation of the 
papers.
State Boards of Accountancy
I l l in o is
The following persons have been awarded 
the C. P. A. certificate of Illinois as a result of 
the November, 1932, examinations: Fred 
Farkas, Henry S. Fechheimer, Wayne B. Lin­
coln, Edward Joseph McAdams, Seymour Rose, 
Paul Donald Smith, Chester A. Wright, David 
Israel Waxman, all of Chicago; Henry C. 
Buehler of Elgin, and Raymond G. Edson of 
West Chicago.
M a r y l a n d
Fifteen candidates passed the C. P. A. exami­
nations held last November by the board of 
examiners of public accountants of Maryland, 
and will be recommended to the governor for 
the certified public accountant certificate. The 
successful candidates are: George E. Babylon, 
Jr., Harry T. Ballard, Joseph C. Bond, William
B. Cooley, Lenning A. Davis, William L. 
Ensor, John H. Gilliece, John P. Heese, Julia
B. Hopkins, Abram J. Lipsitz, Earl C. Rickerds, 
Russel K. Steffey, Robert E. Stromberg, Joseph 
Winokour and William I. Young. William
B. Cooley received the highest grades in the 
examinations.
The next examinations will be held on No­
vember 27, 28 and 29, 1933.
Announcement has been made of the open­
ing of offices by G. L. C. Hunter in the 
Savannah Bank and Trust building, Savannah, 
Georgia.
Albert H. Lawson announces the establish­
ment of offices at 24 Wildwood avenue, Arling­
ton, Massachusetts and 815 Carroll street, 
Brooklyn, New York.
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ANNOUNCEMENTS
Announcement has been made that Ralph L. 
Stauffer was admitted on February 15th to 
partnership in the firm of Mathieson, Aitken 
& Co., Drexel building, Philadelphia, Penn­
sylvania.
Caddie H. Kinard is the author of an article 
in the January issue of Accounting Age, en­
titled "Prerequisites to the attainment of
C. P. A. certificate.”
"Auditing and detection of fraud” was the 
title of a paper read by John Balch, Philadel­
phia, before the accountants club of Temple 
University on February 16th.
R. J. Bennett, Philadelphia, is the author of 
an article entitled "Accountancy development 
in generation from small start,” which appeared 
in the February issue of the Philadelphia Cham­
ber of Commerce Journal.
"Basic standard costs” was the subject of 
talks given by Eric A. Camman, New York, 
on January 18th before the accounting students 
of the university of Wisconsin and the Madi­
son Society of Accountants.
On February 1st Harold C. Crane spoke be­
fore the combined law classes of Jones Univer­
sity at Montgomery, Alabama, on “The con­
struction and analysis of financial statements.”
"A critical emergency in federal finance” and 
"What it has cost to run Massachusetts for the 
last ten years” are the titles of articles by 
Harvey S. Chase, Boston, which appeared in 
February issues of Barron’s Financial Weekly 
and the Boston Globe, respectively.
At the annual convention of the Western 
Hospital Association at Long Beach, California, 
on February 23rd, Walter B. Gibson delivered 
an address entitled "Measurement of economic 
efficiency by management.”
"Balanced capital investment of a lumber 
business” was the title of a paper read by O. 
V. Wallin, Philadelphia, before a meeting of 
the Pennsylvania Lumbermen’s Association on 
January 20th.
On behalf of the school of accounting, com­
merce and finance of St. Johns’ College, Ben­
jamin Harrow, New York, spoke over station 
WNYC on "Questions and answers on the 
federal income-tax return.” Mr. Harrow also 
conducts a daily column in the Brooklyn Daily 
Eagle in which he answers income-tax queries.
 At a meeting of the Lions’ club at Sandusky, 
Ohio, on February 18th, J. Weldon Jones, 
Columbus, read a paper entitled "The depres­
sion and accountancy.” On February 1st Mr. 
Jones spoke on "Better ways of doing things” 
before the commercial department of Fostoria 
high school.
On January 5th Joseph J. Klein, New York, 
was appointed a member of the New York City 
Survey Committee. Mr. Klein is the author of 
the 1933 Cumulative to Federal Income Taxa­
tion which has been published by John Wiley
& Sons. On February 15th, Mr. Klein ad­
dressed the Men’s club of the Central Syna­
gogue on "Technocracy —  true or false 
Messiah?”
At a meeting of the Muscatine, Iowa, Rotary 
club on January 9th, I. B. McGladrey, Cedar 
Rapids, spoke on "The need for independent 
audits of the books of state institutions.”
Thomas L. McLeod has been appointed 
chairman of the committee on federal taxation 
and a member of the foreign trade committee 
of the Rochester chamber of commerce.
"Income taxes— especially pertaining to the 
revenue act of 1932” was the subject of a 
paper read by Edward Orenge, Hoboken, be­
fore a meeting of the Kiwanis club of Hoboken 
on February 16th.
Gabriel A. D. Preinreich is the author of an 
article on "Stock yields, stock dividends and 
inflation” which appears in the December issue 
of The Accounting Review. Mr. Preinreich is 
serving as a member of the Council on Account­
ing Research created under the auspices of the 
American Association of University Instructors 
in Accounting.
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The council of the American Institute of Ac­
countants held its mid-year meeting at the 
United States Chamber of Commerce building 
at Washington, D. C., April 10th.
The council heard the report of the secretary, 
which contained a complete summary of the 
work of the half year. The report will be dis­
tributed to the membership as a whole.
Reports of the treasurer, the board of 
examiners and of the following committees 
were heard: executive committee, committee on 
professional ethics, committee on by-laws, com­
mittee on federal legislation, committee on 
meetings, committee on publication, special 
committee on appointment of auditors, special 
committee on cooperation with bankers, special 
committee on cooperation with stock exchanges 
and special committee on terminology.
ELIJAH WATT SELLS SCHOLARSHIP PRIZE
At the suggestion of the board of examiners, 
the council resolved that the annual award of 
the Elijah Watt Sells Scholarship prize of $50 
be made to the candidate obtaining the highest 
grades from the Institute’s examiners in the 
written examinations of the Institute, at either 
the May or November sessions of each year, 
whether he be an applicant for admission to the 
Institute or a candidate before a cooperating 
state board.
Hitherto the prize has been awarded only to 
applicants for admission to the Institute who 
wrote the examinations at the May sessions.
Chicago Stock Exchange Requires 
Independent Audit for Listing
Under date of March 21st the Chicago Stock 
Exchange adopted requirements regulating the 
listing of securities, among which is a require­
ment of independent audit which stipulates 
that applicants for listing shall present balance- 
sheets, profit-and-loss statements and analyses 
of surplus certified by duly qualified indepen­
dent public accountants, whose certificates shall 
be set forth in full as a part of the application. 
A requirement of certified financial statements 
in annual reports is also included.
These requirements are similar to regulations 
recently announced by the New York Stock 
Exchange, Curb Exchange and Produce Ex­
change. The full text of the new requirements
Meeting of Council of the Chicago Stock Exchange, which are ten 
in number, is as follows:
1. No security can be bought or sold on The 
Chicago Stock Exchange unless and until its listing 
shall have been accepted by the governing committee 
upon an application signed and sworn to by a duly 
authorized officer of the corporation issuing the 
security. The Chicago Stock Exchange for many 
years has had no so-called unlisted department, nor 
does it list securities upon data or application filed 
by its own members or any persons other than the 
company itself.
2. The application shall contain a full statement 
of the experience and reputation of the management 
as well as a description and history of the applicant 
company.
3. Clear and informative financial statements, in­
cluding a balance-sheet, profit-and-loss statement and 
an analysis of surplus, shall be submitted’ as part of 
each application. Such financial statements shall 
truly disclose the past operations and present con­
dition of the company and shall be certified to The 
Chicago Stock Exchange by duly qualified indepen­
dent public accountants, whose certificate shall be 
set forth in full as a part of the application.
4. The securities themselves shall be as proof 
against forgery or fraudulent alteration as it is possi­
ble to prepare them. They shall be fully steel en­
graved, unless they are to be outstanding only 
temporarily.
5. The applicant company shall maintain a trans­
fer agency and a registrar in the city of Chicago. 
To safeguard against the issuance of unauthorized 
stock, the registrar shall be an independent, responsi­
ble trust company. Only independent, responsible 
trust companies may act as trustees for listed bond 
issues.
6. The validity and legality of the securities listed 
shall be approved by competent legal counsel, who 
shall not be an officer or director of the applicant 
company.
7. Securities will not be listed coincident with a 
public offering. Applications will only be considered 
when the company demonstrates that the securities 
to be listed are sufficiently distributed to the public 
to assure a free and open market.
8. Distribution of additional securities of a class 
already listed shall be made only after application 
to list such securities shall have been made and the 
methods of proposed distribution shall have been 
found unobjectionable by the exchange.
9. Applicant companies shall agree to mail to the 
exchange and to their stockholders with the notice 
of the annual meeting a report of the operations for
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the preceding fiscal year, including a balance-sheet, 
profit-and-loss statement, and analysis of surplus. 
Such financial statements shall be clear, complete and 
informative. They shall truly disclose the operations 
and condition of the company and shall be certified 
by duly qualified, independent public accountants 
whose certificate in form satisfactory to the exchange 
shall be attached.
10. The Chicago Stock Exchange favors a policy 
of full publicity; after a security has been listed, the 
public and the press will be given access to listing 
applications and to reports filed with the exchange.
Certified Statements Recommended as 
Requirement of Federal Securities Bill
On March 31st, the day on which the pro­
posed federal securities bill was made public, 
the American Institute of Accountants made 
representations to the proper authorities, sug­
gesting amendments to require that financial 
statements certified by independent public ac­
countants be filed with the Federal Trade Com­
mission and be included in public advertise­
ments of security issues.
The Institute pointed out that the bill em­
powered the commission to conduct examina­
tion of the affairs of any issuer of securities 
under its jurisdiction, and that in the course 
of such examination the commission might re­
quire the production of financial statements 
certified by public accountants.
It was also pointed out that other sections 
of the bill, requiring applicants to file certain 
financial statements with the commission and 
to include such statements in advertisements of 
security issues, did not specify that the state­
ments be certified by independent auditors.
It was suggested that if certified statements 
were required in the beginning, the possi­
bility of misinformation might be minimized 
and the number of investigations of duly reg­
istered applicants by the Federal Trade Com­
mission might be reduced.
Attention was called to the fact that the 
New York Stock Exchange, the Curb exchange 
and the Chicago Stock Exchange had already 
included independent audits among their re­
quirements for the listing of securities, and 
that leading banking houses which are members 
of the Investment Bankers Association of 
America were considering similar requirements 
with respect to companies in the flotation of 
whose securities they might participate.
"It appears, therefore,” the Institute’s state­
ment continues, "that the accounts of reputable 
issuers of securities, with whom members of 
the Institute are naturally most concerned, will 
be audited by public accountants in any case. 
It appears, however, that the federal govern­
ment is concerned with possibly less reputable 
issuers, and with this in mind we believe it 
appropriate to point out that they may escape 
independent audit under the provisions of the 
bill unless the Federal Trade Commission deems 
it necessary to conduct a special examination of 
their affairs.”
Institute Recommends Independent 
Audits of Banks
In a statement offering to the federal gov­
ernment the cooperation of the American Insti­
tute of Accountants in any study which may be 
conducted with a view to revision of the bank­
ing laws, John F. Forbes, president of the In­
stitute, said in part:
"It is of interest to note that the Canadian bank­
ing laws, under which there have been very few 
failures, require periodic audit of banks by account­
ants who are entirely independent of the manage­
ment. Several state banking laws in this country 
permit audits by certified public accountants in lieu 
of the ordinary directors’ examination; for example, 
Connecticut, Delaware, Georgia and Ohio.
"A legislative requirement of independent audit 
of banks in this country might be helpful in remedy­
ing the difficulties of the present system. It is 
significant that the New York and Chicago Stock 
Exchanges, the Edison Electric Institute and other 
bodies have recently adopted requirements for in­
dependent audits of organizations under their juris­
diction. Such a requirement seems particularly ap­
propriate in the case of banks since it would in no 
way increase the administrative expenses of the 
government by the employment of governmental ex­
aminers. Under the Canadian laws and the laws of 
the states to which reference has been made the 
cost of the audit is borne by the bank concerned.
"A committee of this Institute has been studying 
the question and we should be glad to furnish any 
further information which may be desired. If any 
department of the government would care to have the 
collaboration of a committee of the Institute in out­
lining any requirements appertaining to the nature 
or scope of bank audits it would be a pleasure to 
comply with such a request.”
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W. J. Wickstrom
W. J. Wickstrom, an associate of the Ameri­
can Institute of Accountants, died on March 
13th at the age of forty-six. Mr. Wickstrom 
had been associated with the firm of McIntosh, 
Cowan & Co., Seattle, for sixteen years, and 
was a certified public accountant of Washing­
ton. He was admitted to the Institute in Sep­
tember, 1920.
International Congress on Accounting
Delegates representing the American Insti­
tute of Accountants at the International Con­
gress on Accounting, at London July 17 to 21, 
1933, are making their sailing arrangements. 
Express ships which would deliver passengers 
in England in ample time for the congress sail 
every few days from June 15th to July 7th. 
Attention is again drawn to the fact that all 
members of the Institute are privileged to at­
tend the congress whether appointed as official 
delegates or not, and they may procure ad­
mission to all the events of the congress by 
notice in advance to the secretary of the Insti­
tute, who in turn will advise the secretary of 
the congress.
A complete program was published in the 
Bulletin for February 15th, but particular at­
tention has been called to certain features of it. 
Those who are present will be privileged to 
hear the eminent economist, Sir Josiah Stamp, 
who will read a paper on "International fin­
ance”. Sir Josiah is a world figure, the author 
of numerous works on economics and finance 
and a past and present occupant of important 
positions in government and industry. Several 
prominent English accountants will deliver ad­
dresses on topics of current interest, and two 
representatives of the United States and one of 
Germany will present papers.
Aside from the formal meetings, one of the 
most interesting features of the Congress will 
be a special service at Westminster Abbey, an 
unusual privilege which has been arranged by 
the kind permission of the dean of the Abbey. 
There will be a reception and a luncheon for 
foreign accountants at Grosvenor House, and a 
banquet in Guildhall, a function which is rich 
in British tradition and will remain an impres­
sive memory to those who participate for the 
first time.
The accountants’ societies of Scotland and 
Ireland have arranged to entertain foreign ac­
countants who may wish to indulge in sight­
seeing outside of England proper. Visits to 
Oxford and Cambridge, Windsor Castle and 
Hampton Court will also be arranged during 
the week of the congress.
American accountants who plan trips abroad 
this summer should make every effort to attend 
the congress. Besides participating in an affair 
which can not fail to be delightful, each Ameri­
can who attends the Congress may feel that he 
is contributing to international goodwill and the 
strengthening of bonds of fellowship between 
English-speaking accountants.
The Institute’s official delegation consists of 
the following: John F. Forbes, president of 
the Institute, W. Sanders Davies, first president 
of the Institute, C. P. Carruthers, A. S. Fedde, 
James Hall, R. H. Montgomery, Maurice E. 
Peloubet, Charles F. Rittenhouse, Andrew Stew­
art.
The secretary of the Institute will be glad to 
assist any members who may wish to form a 
party to travel together.
Study of Laws Requiring 
Independent Audits
The American Institute of Accountants spec­
ial committee on appointment of auditors is 
gathering and analyzing information appertain­
ing to laws or governmental regulations which 
require or permit independent audits of gov­
ernmental sub-divisions and semi-public insti­
tutions by independent public accountants. The 
progress which the committee has made and the 
scope of its program is indicated in a circular 
letter to state societies of certified public ac­
countants dated April 1st, the text of which is, 
in part, as follows:
"This committee is endeavoring to collect and 
tabulate the facts regarding all independent audits 
required under the laws of the various states or per­
mitted as an alternative to examinations by govern­
ment bureaus. In certain states for example, such 
requirements exist in connection with the operation 
of "blue sky” laws. Certain states require inde­
pendent audits of municipalities, counties, school 
districts, etc. In certain jurisdictions bidders on road 
building contracts (and perhaps other construction 
projects undertaken by governmental units) are re­
quired to submit statements of financial condition, 
etc., certified by independent auditors. There are,
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in some instances, special requirements for exami­
nations of building and loan societies. In Massa­
chusetts all domestic corporations with a capital in 
excess of $100,000 are required to appoint auditors 
to certify to the annual certificate of condition which 
must be filed with the state. Some of the more re­
cently enacted corporation laws in a few states pro­
vide for the submission of annual statements to stock­
holders certified by either officers of the company or, 
alternatively, by public accountants.
"W e have gathered enough information on these 
matters to become convinced that there must be a 
great deal more. What we have received has al­
ready been of great value in that it has permitted the 
committee to answer inquiries from states where new 
legislation of this kind is contemplated and supply 
the facts regarding what other states have done, point 
out weaknesses which should be avoided, etc.
"Any information which you can give us regard­
ing these matters in your state will be greatly appreci­
ated, and we believe that this activity will eventually 
be of real benefit to the general public, as well as 
to our profession, as it will tend to improve the 
quality of our legislation. If copies of the laws or 
regulations covering such required accounting services 
are readily available, we shall be glad to have them, 
or, if you will tell us where they may be secured, we 
can write for them direct.
"The committee will also be glad to know of any 
new legislation of this character which is proposed 
in your state and to furnish your society with any 
information which may be helpful in connection 
therewith.”
T. A. Andrews, A. B. Bolin, Fred E. Ivy, 
and C. A. Quinn announce a change of firm 
name to Bolin, Andrews & Ivy with offices in 
the Bank of Commerce building, Memphis.
Rene J. LeGardeur announces the formation 
of the partnership of R. J. LeGardeur & Co. 
with offices at 803 Baronne building, New
Orleans. ______
Bruce C. Hightower, Kenneth R. King and 
Russell H. Morrison have been admitted to 
partnership in George W. Rossetter & Co., 33 
North LaSalle street, Chicago.
Charles B. Couchman, New York, addressed 
the Accounting Society of the College of the 
City of New York, March 16th, on the "Mod­
ern trends in the field of accountancy.”
B a n k  A u d its  
Accompanying the general letter was a spe­
cific request for immediate information regard­
ing independent audits of banks which reads 
as follows:
"This committee is endeavoring to obtain infor­
mation about the extent to which banking laws in 
this country require independent audits of banks. 
Recent disclosures of weaknesses in the American 
banking system and proposals for reform indicate 
that federal or state legislation, or both, may be in­
troduced to permit closer supervision of banking 
operations.
"It is naturally likely that the Institute will be 
asked for information and suggestions in conjunc­
tion with such legislative proposals, and in order 
to have all available information on the subject we 
are asking your cooperation.
"It would be greatly appreciated if you would ad­
vise us whether the laws of your state require or 
permit independent audits of banks. If so, please 
send us copy of the statutory section containing this 
provision. If bills have recently been proposed for 
the same purpose, or if such bills are likely to be 
proposed in the near future we should be glad to 
have all available information about them.”
President Speaks Before Accounting 
Students
John F. Forbes, president of the American 
Institute of Accountants was a speaker at a 
meeting of the Beta Alpha Psi, national ac­
counting organization, at the Stewart hotel in 
San Francisco, February 24th.
The March issue of Credit and Financial 
Management, official organ of the National 
Association of Credit Men, contained an article 
entitled "Compulsion, a brief for compulsory 
accounting services”, written by Robert Atkins, 
New York.
At a meeting of the Rotary club at Hudson, 
New York, A. G. Baumgartner, New York, 
read a paper on "Accounting and auditing— 
their value to business.”
John R. Ruckstell, San Francisco, auditor of 
Golden Gate Bridge, addressed a meeting of 
the Bee Hive club at Fort Winfield Scott on 
March 20th on the plan and construction of 
Golden Gate Bridge.
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STATE LEGISLATION
C. P. A. Legislation 
Alabama
Alabama house bill No. 313 would amend 
the C. P. A. law of the state by providing for 
the reinstatement under certain conditions of a 
certificate previously revoked or canceled by the 
state board. The bill reached the second read­
ing in the senate March 10th.
Arizona
In spite of protests by certified public ac­
countants of Arizona and by the American In­
stitute of Accountants, house bill No. 134, con­
taining a provision for the issuance of C. P. A. 
certificates without examination, passed the 
legislature and was approved by the governor 
March 14th. The full text of the new law, 
which supersedes the prior C. P. A. law of the 
state is as follows:
Chapter 45, Laws 1933.
A n  a c t  r e l a t i n g  t o  c e r t i f i e d  p u b l i c  a c c o u n t ­
a n t s ; ESTABLISHING A STATE BOARD OF ACCOUNT­
ANCY: P r o v id i n g  f o r  e x a m i n a t i o n  o f  a c c o u n t ­
a n t s  AND CLASSIFICATION OF CERTIFIED PUBLIC AC­
CO UN TA N TS; AND REPEALING A RTICLE 5, OF C H A P ­
TER 58, R e v is e d  C o d e  o f  1928, t h e  s a m e  b e i n g  
Se c t io n s  2527, 2528, 2529, 2530, 2531 a n d  2532 
o f  s a id  C o d e  r e l a t i n g  t o  c e r t i f i e d  p u b l i c  a c ­
c o u n t a n t s .
Be it enacted by the legislature of the state of
Arizona:
Section 1. Board of accountancy. There is here­
by established a state board of accountancy, to con­
sist of five members to be appointed by the governor 
within thirty days after the taking effect of this act, 
the persons so appointed to hold office for one, two, 
three, four and five years respectively, the term of 
each member to be designated by the governor in his 
appointment. All members of the board shall be 
citizens and residents of this state, and shall be certi­
fied public accountants under the provisions of this 
act, or shall be eligible to receive their certificates as 
certified public accountants under the provisions of 
section 4 of this act. Upon the expiration of each 
of the terms aforementioned, a successor shall be ap­
pointed by the governor in the same manner except 
that all succeeding appointments after the first shall 
be for a term of five years in each and every instance. 
No member shall be eligible for reappointment on
the board within three years next following the ex­
piration of his term. Any vacancies which may oc­
cur, from any cause shall be filled by appointment by 
the governor for the unexpired term, in the same 
manner as the regular appointments.
Section 2. Certified public accountant. Any citi­
zen of the United States or person who had duly de­
clared his intention of becoming such citizen, being 
over the age of twenty-one years and of good moral 
character, having a place for the regular transaction 
of business as a professional public accountant in the 
state of Arizona, and who shall, as hereinafter pro­
vided, receive from the Arizona state board of ac­
countancy, herein called the board, a certificate to 
practice as a certified public accountant, shall be 
known and styled as a certified public accountant, 
but no other person, nor corporation, nor any partner­
ship, shall assume such title, or any other words, 
letters or abbreviations tending to indicate that the 
person, firm or corporation shall engage in the busi­
ness of public accounting.
Section 3. Examination of applicants. Exami­
nations of persons applying for certificates under this 
act shall be held in Phoenix, or elsewhere within 
the state as the board may elect, at least once in each 
year, or oftener at the discretion of the board. The 
subjects in which applicants will be examined are:
(1 ) theory of accounts; (2) practical accounting; 
(3 ) auditing; and (4) commercial laws affecting ac­
countancy. No person shall be permitted to take 
such examination unless he (a) shall have been prac­
ticing continuously on his own account as a public 
accountant for at least two years; (b) or shall have 
been continuously employed in the office of a certified 
public accountant as an assistant for at least three 
years; or (c) shall present an academic diploma, 
showing the successful completion of academic work 
required for a bachelor’s degree from an accredited 
college or university, or correspondence school, or 
the equivalent thereof, or other equally satisfactory 
evidence of academic work as required by the board, 
provided however, that no person shall be permitted 
to take the examination unless he presents satisfac­
tory evidence that he has successfully completed a 
course of studies and instructions in any state or 
county, which is the equivalent to the requirements 
for graduating from the highest grade offered by the 
high schools in this state. All examinations herein 
provided for shall be in writing upon forms provided 
by the board and may be held under the joint auspices 
and control of the Arizona state board of accountancy 
and the American Institute of Accountants, and shall
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be uniform with similar examinations held in other 
states at the same time. All examination papers shall 
be graded by the Arizona state board of accountancy, 
or a majority thereof.
At the option of the candidate examination papers 
will also be graded by the board of examiners of the 
American Institute of Accountants to count as partial 
satisfaction of admission requirements. The time and 
place for holding examination shall be duly adver­
tised for not less than three consecutive days nor less 
than thirty days prior to the date of such examination, 
in at least one daily newspaper published in each of 
the three most populous cities of the state. The 
questions propounded at said examination shall be 
submitted to the entire board before being adopted, 
and shall be certified by the board as a reasonable 
and fair test of the applicants qualifications, and 
reasonably susceptible of answer and solution in the 
time allowed. Each subject shall be graded separate­
ly, and every applicant shall be required to obtain a 
grade of seventy-five per cent (7 5 % ), in each sub­
ject upon which he is examined. The board may 
make all needful rules and regulations, regarding the 
scope of the examinations, the method and time of 
filing applications for examinations, and all other 
rules and regulations necessary to carry into effect 
the purposes of this act. Within sixty days after 
the examination the board shall notify each candidate 
of his grading. All examination papers shall be pre­
served fox a period of one year after all the candi­
dates have been notified as to their grading and any 
candidate shall, upon written request to the board 
have access to his examination papers and be entitled 
to a statement of the reasons for the gradings given.
Section 4. Waiver of examination. Public ac­
countants. The board shall waive the examination 
of any person possessing the qualifications stated in 
section 2 of this act, who (a ) (1 )  is a lawful holder 
of a certified accountant’s certificate issued under the 
laws of another state which extends similar privileges 
to certified public accountants of this state; pro­
vided the requirements for the issuance of certificates 
in said state are, in the opinion of the board, equiva­
lent to the requirements of this state; (2 ) is a holder 
of a certificate of certified public accountant, or 
chartered accountant or the equivalent thereof, issued 
under the laws of any foreign government which 
extends similar privileges to certified public account­
ants of this state, provided the requirements of said 
certificates are, in the opinion of the board, equiva­
lent to the requirements in this state; (3 )  has for a 
continuous period of at least ten years been engaged 
in the practice of public accounting on his own ac­
count, maintaining an office for the practice of ac­
countancy in the state of Arizona for at least one 
year immediately preceding the passage of this act, 
and has furnished the board mentioned herein with 
evidence which is satisfactory that his qualifications 
are such that the dignity of the title of certified pub­
lic accountant would not suffer because of their lack 
of knowledge and this may be done by oral exami­
nation or by the furnishing of an affidavit at the 
pleasure of the board; (4 )  or has completed an estab­
lished course in higher accountancy comprising the 
theory of accounts, practical problems of accounting, 
commercial law or business law, and income-tax 
problems, in an established and reputable school and 
shall hold a diploma as a graduate in the studies 
mentioned above, and has for a continuous period 
of at least five years been engaged in the practice of 
public accounting on his own account, maintaining 
an office for the practice of accountancy in the state 
of Arizona for at least one year preceding the pas­
sage of this act; (5 )  or has served as an accountant 
upon the staff of a reputable public accounting firm 
or accountant for a continuous period of at least ten 
years immediately preceding the passage of this act, 
one of which shall have been in the state of Arizona, 
and five years of said ten years’ service to have been 
as a senior accountant, and who shall apply in writ­
ing to the board within six months after the taking 
effect of this act, and who has furnished to the 
board satisfactory evidence of his qualifications as 
shown under subsection (3 ) ,  or who shall have fur­
nished a prescribed course in accounting as outlined 
under subsection (4 ) ; (6 ) has for a continuous 
period of ten years after the issuance to him of a 
certificate of public accountant, as hereinafter pro­
vided, actively been engaged in the practice as such, 
or who has continuously served for not less than 
six years next preceding the passage of this act as a 
public official in the auditing department of the state. 
For the purposes of this act a senior accountant is de­
fined as one who is regularly placed in charge of 
accounting engagements, (b) All persons qualify­
ing under the provisions of this section shall receive 
certificates as certified public accountants. Nothing 
herein contained shall be construed as invalidating 
any certificate issued under prior laws of this state,
(c) The board shall issue to all accountants of good 
moral character, who were maintaining an office and 
engaged exclusively in public practice on their own 
account on January 1, 1933, and who do not qualify 
under the provisions of subdivision (a) of this sec­
tion, a certificate of authority to practice as a public 
accountant. This certificate of authority shall not 
confer any added title and the holder shall be known 
and styled only as a "public accountant.” Appli-
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cations must be made for this certificate of authority 
before January 1, 1934.
Section 5. Board may revoke certificate: Hearing. 
The board may revoke any certificate issued under 
this act if the holder thereof shall be convicted of a 
felony, or shall be declared by any court of com­
petent jurisdiction to have committed any fraud, or 
shall be declared by any court of competent juris­
diction or commission to be insane or otherwise in­
competent or shall be held by the board to be guilty 
of any act or default discreditable to the profession; 
provided that written notice of the cause of such 
contemplated action and the date of the hearing 
thereof by the board shall have been mailed to the 
holder of such certificate at his last known address 
at least thirty days prior to such hearing. At all 
such hearings the attorney general of this state, or 
one of his assistants designated by him may sit with 
the board to act as legal counsel or advisor of the 
board and to prepare for any legal action that may 
be determined upon by the board. Any person ag­
grieved by the decision of said board may, within 
thirty days after such decision, appeal to the superior 
court of the county in which the appellant resides. 
Notice of an appeal from the decision of the board 
shall be served by leaving with the secretary of the 
board an attested copy thereof within thirty days 
after said board has notified him of its decision. 
Hearing of such appeals shall proceed in accordance 
with such rules as the court may determine.
Section 6. Fees: president, secretary and treasurer 
to be elected by the board; execution of certificates: 
registration by secretary of state: a uniform fee of 
twenty-five dollars shall be charged by the board for 
such examination or certificate, or both, same to be 
paid in advance and to accompany the application, 
provided, however, that in the event any candidate 
fails to attend the examination at the date specified, 
or to pass a satisfactory examination he may appear 
at the next examination for re-examination without 
the payment of a second fee. In the event a 
candidate shall pass a satisfactory examination in two 
or more of the subjects, he shall be permitted to sit 
for re-examination in the subjects in which he failed, 
at any regular examination period within one year 
from the date of first examination, without additional 
fee. From fees collected, the board shall pay all ex­
penses incident under this act; provided, that no ex­
pense incurred shall be a charge against the fund 
of the state and that the remuneration of the mem­
bers of the board shall not exceed ten dollars per 
day to each member for the time actually spent in 
attending all regular and special meetings of the 
board, exclusive of all necessary traveling and other
expenses incurred in the performance of their duty 
under this act to which they shall also be entitled; 
provided, however, that all moneys received in ex­
cess of the fees and expenses herein provided shall 
be held by the treasurer of the board as a special 
fund for other like expenses of the board in carrying 
out the provisions of this act. The treasurer shall 
file a report with the governor at the close of each 
calendar year showing the amount of money received 
during the year, the amount expended and for what 
purpose, and the balance remaining in his hands, 
which report shall be subscribed and sworn to by 
the treasurer. The board shall annually elect from 
its members a president, a secretary and a treasurer, 
and all certificates required to be executed for and 
on behalf of the board shall be certified over the 
signature of the president and the secretary. The 
president and secretary of the board shall certify to 
the secretary of state the name and address of each 
person entitled to certificates upon examination, as 
provided under this act, and it shall thereupon be 
the duty of the secretary of state to register such 
persons as certified public accountants and to issue 
them certificates of registration. The secretary of 
state shall be entitled to receive two dollars and fifty 
cents for each registration and certificate issued, to 
be paid out of the funds accumulated by this act 
and credited to the general fund. In the event the 
board shall waive the examination of any person of 
competent age, as in this act provided, the secretary 
of state shall likewise register such person and issue 
such certificate upon the payment of the fees re­
quired hereunder.
Section 7. Annual registration and licence fee. 
The board shall in December of each year require 
every certified public accountant and every public ac­
countant who holds a certificate of authority to prac­
tise, to register with the board and pay a licence fee 
of five dollars for the privilege of practising public 
accounting in this state for the year next following, 
five per cent. of which shall revert to the general 
fund of the state. This licence shall be issued only 
to certified public accountants and public accountants 
qualifying under this or prior acts in this state. If 
any person or firm shall, after July 1, 1933, under­
take to practise accounting in this state without first 
having registered with the board and received a 
licence to practise or if any person or firm repre­
sents himself or itself to the public as having re­
ceived a certificate and licence as provided for in 
this act, or falsely hold himself or itself, out as hav­
ing qualified and having a certificate, without actual­
ly having said certificate, or, if having received such 
a certificate shall continue to practise accountancy
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after said certificate has been revoked, or if any per­
son shall otherwise violate any of the provisions of 
this act, he shall be deemed guilty of a misdemeanor 
and upon conviction thereof, shall be punished by a 
fine of not less than fifty dollars, nor more than three 
hundred dollars, or by imprisonment in the county 
jail for not less than one month nor more than six 
months or both, in the discretion of the court, and 
each day such person shall so offend, shall be deemed 
a separate offense. For the purpose of this act, a 
person engages in the practice of public accounting 
when he performs accounting work and/or book­
keeping on a fee basis, per diem, or otherwise for 
more than one employer, which produces in excess 
of one hundred dollars per annum, from sources 
other than his regular employment. In passing up­
on this question the board will consider specific 
acts as well as general business conduct. Nothing 
contained herein shall be considered as prohibiting 
accountants of other states from entering this state 
in pursuance of any engagement originating from 
without this state, provided such accountant registers 
with the board, giving all facts relevant to such en­
gagement and limits his practise to the subjects 
covered in the declaration filed.
Section 8. False audit or report; penalty. If any 
person practising in this state under this act as a 
certified public accountant or a public accountant, 
or who is in the practise of public accountancy as a 
certified public accountant, or a public accountant, or 
otherwise, shall wilfully falsify any report or state­
ment bearing on any examination, investigation or 
audit made by him, or under his direction, he shall 
be deemed guilty of a misdemeanor, and upon con­
viction thereof shall be punished by a fine of not less 
than three hundred dollars, nor more than one thous­
and dollars, or shall be imprisoned in the county 
jail for a term of not less than three months nor 
more than one year, or by both such fine and im­
prisonment for each time he may so have falsified 
such report, statement or audit.
Section 9. Information acquired by accountants 
privileged. Certified public accountants and public 
accountants practising in this state shall not be re­
quired to divulge, nor shall they voluntarily divulge 
any information which they may have received by 
reason of the confidential nature of their employ­
ment. Information derived from or as a result of 
such professional source shall be deemed confidential, 
provided, however, that nothing in this section shall 
be taken or construed as modifying, changing or 
affecting the criminal or bankruptcy laws of this 
state or of the United States.
Section 10. Nothing herein contained shall be 
construed to prevent any person from being employed 
by a certified public accountant or by a public ac­
countant, provided that such employed person shall 
not sign reports or assume any responsibility for 
the conduct of his employer’s business.
Section 11. Conflicting acts repealed. Article 5, 
of chapter 58, of Revised Code of 1928, and all laws 
and parts of laws in conflict with this act are hereby 
repealed, including sections 2527, 2528, 2529, 2530, 
2531 and 2532 of Revised Code of 1928. If any 
provision of this act is declared unconstitutional by 
a court of competent jurisdiction, such decision and 
provision shall not be construed as invalidating the 
entire act.
Approved, March 14, 1933.
Colorado
Colorado senate bill No. 756 was reported 
with an amendment March 29th and reached its 
second reading March 31st. The bill provides 
for the reinstatement of persons whose cer­
tificates have been revoked, on receipt of satis­
factory evidence that they are entitled to rein­
statement.
Connecticut
A substitute for house bill No. 1101 was 
approved by the Governor of Connecticut April
5th. The amendment includes in the C. P. A. 
law provision for revocation of C. P. A. certifi­
cates for felony, fraud or deceit in obtaining a 
certificate, or negligent or wrongful acts in the 
conduct of professional practice. Reinstatement 
is possible three years from the date of revoca­
tion.
Georgia
Georgia house bill No. 235, introduced at 
the instance of the state society of certified 
public accountants, to amend certain adminis­
trative features of the C. P. A. law, failed of 
passage prior to the adjournment of the legis­
lature March 18th.
Idaho
The accountancy bill introduced in the 
Idaho legislature under the designation house 
bill 291 was tabled prior to adjournment, 
March 1st.
Minnesota
No action has been reported on Minnesota 
house bill 665, which would establish an
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autonomous society of accountants to supersede 
the existing state board of accountancy.
Other bills affecting accountancy have recent­
ly been introduced. Senate bill No. 1375, 
which would give employees of the state comp­
troller and bureau of internal revenue the 
right to sit for examination for the C. P. A. 
certificate of Minnesota, was introduced March 
21st and passed the senate on the same day. 
The bill has now passed the house and is ex­
pected to receive the governor’s approval.
House bill 1829 provides for the reinstate­
ment of a revoked C. P. A. certificate within 
two years of the date of revocation, after a 
formal hearing. It passed the house April 4th.
Missouri
One of the three accountancy bills introduced 
in Missouri, house bill No. 57, was tabled in 
the house March 18th. This bill was strongly 
opposed by the Missouri Society of Certified 
Public Accountants. No action has been 
reported on house bills 620 and 405, which 
would also amend the accountancy law. These 
bills were described briefly in the March 
Bulletin.
Montana
Substitute senate bill No. 193, which passed 
the legislature and was approved by the gover­
nor March 6th, supersedes the prior accountancy 
law of the state. An important addition is a 
provision permitting the state university to 
waive the examination and issue a C. P. A. cer­
tificate to accountants and auditors in the em­
ploy of state governmental departments. The 
full text of the new act is as follows:
An a c t  t o  r e g u l a t e  t h e  p r a c t ic e  o f  t h e  p r o ­
fe s s io n  o f  p u b l i c  a c c o u n t in g ; a n d  r e p e a l in g  
Ch a p t e r  231, r e v is e d  c o d es  o f  M o n t a n a , 1921, 
l e g is l a t iv e  a s s e m b l y  o f  t h e  s t a t e  o f  M o n t a n a ,
ENTITLED: "AN ACT TO REGULATE THE PRACTICE OF 
THE PROFESSION OF PUBLIC ACCOUNTANCY.”
Be it enacted by the legislative assembly of the state 
of Montana:
Section 1. That State University of Montana 
(hereinafter referred to as the university) is hereby 
authorized to issue to persons possessing the qualifi­
cations, hereinafter set forth, certificates entitling the 
holders thereof to practise as certified public account­
ants, and to employ the title of "certified public ac­
countant” or the abbreviation "C.P.A.” Every ap­
plicant for such certificate shall be a citizen of the
United States of America, or a citizen of a foreign 
country who has filed his first papers declaring his 
intention of becoming a citizen of the United States, 
of the age of twenty-one years, of good moral char­
acter, a graduate of a high school with a four-years’ 
course, or possessed of an equivalent education, and 
a resident of the state of Montana for at least one 
year immediately preceding the date of his appli­
cation. Save, as provided in section 2 of this act, 
certificates shall issue only to applicants who shall be 
certified to the university by its board of examiners 
in accountancy, hereinafter provided for, as having 
successfully passed a written examination in "audit­
ing”, "accounting”, and "commercial law”, as affect­
ing accountancy together with such other related sub­
jects as the university may designate.
Section 2. The university may waive the exami­
nation and may issue a certificate in such form as to 
clearly indicate the conditions under which same may 
be issued to any applicant who is possessed of the 
other qualifications hereinbefore recited, and who 
shall be
(1 ) The holder of a valid certificate as certified 
public accountant issued by another state which ex­
tends like privileges to certified public accountants 
of this state; provided, that the requirements for said 
certificate in said other states are, in the opinion of 
the university, equivalent to those of the state of 
Montana; or
(2 )  A member or associate in good standing of 
the American Institute of Accountants, who shall 
have successfully passed the examination required by 
the said American Institute of Accountants, provided 
that in the opinion of the university the standards 
of said examination are as high as those maintained 
by the university;
(3 ) Employed as state accountant, corporation 
licence-tax auditor, state examiner, or assistant or 
deputy state examiner, and who shall have been so 
engaged exclusively and continuously for at least 
four years preceding the date of his application for 
said certificate, and who shall apply in writing to 
the university for said certificate within sixty days 
from and after the date of passage and approval of 
this act, and shall present evidence of such qualifi­
cations as are required by this act.
Section 3. For the purpose of determining the 
qualifications of persons applying for examination, 
under the provisions of section 1 of this act, the 
state board of education shall appoint a board of ex­
aminers in accountancy, consisting of three members, 
each of whom shall possess a certificate as certified 
public accountant issued under this act, or under the 
provisions of chapter 231, of the revised codes of
11
Bulletin of American Institute of Accountants
Montana, 1921. The members of the first board ap­
pointed hereunder shall hold their offices until July 
1st, 1934. The members of boards subsequently ap­
pointed shall hold their offices for the period of one 
year, and until their successors shall be appointed 
and qualified.
Section 4. The university shall prescribe all use­
ful and necessary rules and regulations for the con­
duct, character and scope of the examinations, the 
methods and time of filing applications therefor and 
all other rules and regulations necessary or proper, 
fully to carry into effect the purposes of this act.
Section 5. The board of examiners in accountancy 
shall hold examinations at the university at Missoula, 
Montana, or at the state capitol, in Helena, Montana, 
as often as in the opinion of the university shall be 
necessary, but in no event less frequently than once 
each year. Thirty days notice of the time and place 
of holding such examination shall be given by ad­
vertisement published once a week for three succes­
sive weeks prior to the date thereof, in three daily 
newspapers, no two of which shall be published in 
the same county.
Section 6. The university shall be entitled to re­
ceive for the examination and certificate, provided for 
in section 1 of this act, a fee of twenty-five dollars 
payable in advance at the time of making application 
therefor. Any applicant who shall fail to pass an 
examination shall be entitled to further examinations 
within the next two succeeding years following such 
failure, but at such times only as the board of ac­
countancy shall hold the regular examination, pre­
scribed in section 5 hereof. Such applicant shall not 
be entitled to more than one examination in each 
year, providing, that for each additional examination, 
after the failure of such applicant to pass, a fee of 
five dollars shall be paid by said applicant for each 
additional examination.
Section 7. The university may cancel any certifi­
cate issued under the provisions of this act for un­
professional conduct or other sufficient cause; pro­
vided, that written notice shall have been forwarded 
by registered mail at least twenty days prior to any 
hearing thereon, addressed to the holder of such 
certificate at his last known address, and appointing 
a date for a full hearing thereon by the university; 
and provided, further, that no certificate shall be re­
voked until after a hearing shall have been had. The 
university shall establish such rules and regulations 
for the conduct of such hearings as to it may appear 
necessary and proper, and in its discretion may ap­
point a commission of disinterested persons to take 
evidence and prepare and submit findings and 
recommendations.
Section 8. Any person practising as an "account­
ant”, "public accountant”, "auditor” or "certified 
public accountant”, in this state, who, because of 
negligence, gross inefficiency, or wilfullness, shall 
issue, or permit the issuance of any false statement 
of the financial transactions, standing or condition of 
any corporation, partnership, or individual business 
undertaking, shall be deemed guilty of a misdemeanor 
and upon conviction thereof shall be fined not less 
than five hundred dollars nor more than two thousand 
dollars, or imprisoned for a period of not less than 
ninety days nor more than one year, or subjected to 
both said fine and imprisonment, in the discretion 
of the court.
Section 9. On application by the holder of a 
certificate of "certified public accountant”, issued un­
der the laws of this state, on or before December 
31st of each year, filed with the university, together 
with the payment of an annual licence fee of five 
dollars, the applicant’s name shall be registered by 
the university and included in a declaration, which 
shall be issued annually by the university, containing 
a copy of this law and an alphabetical list of such 
accountants as have so registered, their certificate 
numbers and their addresses, but nothing in this 
section contained shall operate to cancel any certifi­
cate of any certified public accountant otherwise in 
good standing.
Section 10. Any person who shall represent him­
self as having received a certificate, as provided in 
this act, or under the provisions of chapter 231, of 
the revised codes of Montana, 1921, or who shall 
offer to or attempt to practise as a certified public 
accountant, or chartered accountant, or who shall em­
ploy the abbreviation "C.P.A.”, or "C.A.”, or any simi­
lar words or letters to indicate that he is a certified 
public accountant or chartered accountant, without hav­
ing been granted a certificate as such by the university 
or under the laws of another state; or who, having re- 
ceived a certificate as certified public accountant un­
der the laws of this or another state, shall have lost 
the same by revocation or annulment and who shall 
continue to practise as a certified public accountant, 
shall be deemed guilty of a misdemeanor, and upon 
conviction thereof shall be fined not less than two 
hundred and fifty dollars nor more than one thousand 
dollars, or imprisoned for a period of not less than 
ninety days nor more than one year or subjected to 
both said fine and imprisonment, in the discretion 
of the court.
A "public accountant” is one who offers his ser­
vices professionally for pay to the general public; 
and a "certified public accountant” is one who shall 
have received a certificate as such under this law or
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prior laws of the state of Montana, or some other 
state.
Section 11. Chapter 231, of the revised codes of 
Montana, 1921, and all other acts or parts of acts in 
conflict herewith are hereby repealed. Provided, 
however, that nothing in this act contained shall 
nullify, invalidate or otherwise affect any certificate 
or certified public accountant heretofore issued by 
the university under the provisions of prior acts.
Section 12. All funds received under this act, or 
under or by virtue of prior accountancy laws shall 
be received by the university and paid into the board 
of accountancy fund.
The members of the board of examiners in account­
ancy shall receive their actual traveling and hotel 
expenses incurred while engaged in the performance 
of their duties, as imposed upon them by this act, 
but shall receive no other compensation. Such ex­
penses, together with the expense of preparing and 
issuing certificates, publishing notices of examina­
tions, and all other expenses arising from the ad­
ministration of this act shall be paid by the uni­
versity from the fees received from applicants. In 
no event shall any expenses arising from the ad­
ministration of this act become a charge against the 
funds of the university or the state of Montana.
Section 13. This act shall be in full force and 
effect from and after its passage and approval.
Section 14. Should any court or courts of this 
state declare any provision of this act unconstitution­
al, illegal, or void, such decision shall not invalidate 
any other provision or part of this act.
Approved, March 6, 1933.
Nebraska
No action has been reported on the Nebraska 
senate bill No. 248, an accountancy act of the 
two-class restrictive type.
Ohio
The Ohio legislature has recessed from 
March 30th to May 15th. No action has been 
reported on senate bill No. 242, proposed sub­
stitute for the accountancy law of the state, 
which has been opposed by the certified public 
accountants of Ohio and by the American Insti­
tute of Accountants.
Oklahoma
No action has been reported on Oklahoma 
senate bill No. 44, which would provide for
the issuance of C. P. A. certificates without 
examination to holders of municipal or com­
mercial accountant certificates issued under a 
former statute.
Oregon
Oregon house bill No. 191 , containing a 
waiver clause, has been withdrawn. The bill 
was opposed by the Oregon Society of Certified 
Public Accountants and the state board of ac­
countancy.
Pennsylvania
No action has been reported on Pennsylvania 
house bill No. 716 , mentioned in the March 
Bulletin, but a somewhat similar bill, senate 
bill No. 732, was introduced on March 22nd 
and has been reported with amendment by the 
senate committee on judiciary general.
The bill would permit the issuance of a
C. P. A. certificate by oral examination to 
accountants who were 45 years of age and had 
practised as public accountants in Pennsylvania 
for twenty years immediately preceding date of 
application.
Tennessee
At the request of certified public accountants 
of Tennessee, the Institute telegraphed to the 
governor of the state a protest against the 
accountancy bill whose introduction was re­
ported in last month’s Bulletin (senate bill 77 
or house bill 222) .  Following is the text of 
the Institute’s message, dated March 22nd:
"Tennessee members of the American Institute of 
Accountants inform us that senate bill 77 also known 
as house bill 222 may pass legislature and come be­
fore you. As national organization of professional 
accountants vitally interested in standards for certi­
fied public accountant certificate we respectfully ask 
your permission to present objections to this meas­
ure. In addition to various weaknesses from ad­
ministrative point of view the bill contains one par­
ticularly vicious clause which would waive exami­
nation now required for issuance of C. P. A. certifi­
cate in certain cases. At no time has it been more 
important than at present that high standard for 
C. P. A. certificate be maintained. New York stock 
exchange, curb exchange, Edison Electric Institute 
and other bodies have recently promulgated require­
ments regarding independent audits. State and
13
Bulletin of American Institute of Accountants
federal legislation has been proposed which would 
endeavor to protect public by required audits for 
issuance of securities and so forth. Banks depend 
largely on certified public accountants statements in 
extending credit. It would be most unfortunate if 
by permitting the issuance of C. P. A. certificate 
without adequate qualification and examination the 
standards in Tennessee should sink below those in 
other states. C. P. A. certificate is recognized legal 
credential throughout the country and should be pro­
tected in the interests of the public. It also appears 
that certain restrictive features of the bill may be 
unconstitutional under a recent decision of the Ten­
nessee supreme court. W e are cooperating with 
reputable certified public accountants of Tennessee in 
sending this message and we earnestly and respect­
fully request that the bill be vetoed if it comes be­
fore you.”
Washington
A two-class restrictive accountancy bill, in­
troduced in the Washington legislature under 
the designation house bill 43, died in com­
mittee. The legislature adjourned March 9th.
West Virginia
West Virginia senate bill 97, a two-class re­
strictive accountancy bill, failed to pass.
Wisconsin
House bill 706, introduced in the legislature 
March 23rd would amend the existing account­
ancy act by introducing restrictive features pro­
viding for the licensing of public accountants 
in practice and prohibiting practice after Janu­
ary 1 , 1934, except by holders of C. P. A. 
certificates or public accountant licences. No 
public accountant licences would be issued after 
that date. Nothing in the act would apply to 
certified public accountants of other states 
temporarily in Wisconsin on professional 
affairs incident to their regular practice but 
with neither residence nor office in Wisconsin.
Appointment o f Auditors 
Alabama
Alabama house bill No. 464, which would 
repeal the statute relating to appointment by 
probate of accountants to examine books and
vouchers, was reported favorably in the house 
March 24th.
House bill No. 221 to establish a uniform 
system of accounting in Alabama counties was 
reported favorably March 16th.
Delaware
A bill providing for the audit of each county 
in Delaware by a certified public accountant 
was reported favorably in the house March 2nd 
and a substitute was passed March 30th. The 
bill is known as house bill No. 203.
Georgia
Georgia house bill 733, approved by the 
governor March 24th, provides among other 
things that the board of commissioners of roads 
and revenues for the county of Twiggs shall 
cause an audit by a certified public accountant 
of the books and accounts of the tax collector, 
the tax receiver, the treasurer, the sheriff, the 
superintendent of schools and the commissioner 
of roads and revenues.
House bill No. 592, approved by the gov­
ernor March 10th, provides that the grand 
jury shall appoint a certified public accountant 
or firm of certified public accountants, non­
residents of Toombs county, to audit the books 
and accounts of that county and its officers.
Senate bill No. 235, approved by the gover­
nor March 24th, permits the commissioner of 
roads and revenues of the country of Walker to 
conduct frequent examinations and audits of 
the books of county officers either himself or 
through "certified accountants or bookkeepers” 
employed for the purpose. This bill also pro­
vides that the grand jury may employ one or 
more "expert accountants” to audit the ac­
counts of the commissioner.
A bill requiring an annual audit of the 
finances of Union county and requiring certain 
officers of the county to submit financial state­
ments, passed the Georgia legislature and was 
approved by the governor on March 23rd. 
Under the provisions of the bill the board gov­
erning the finances of the county is empowered 
annually to employ a competent auditor to audit 
the accounts of each county officer who handles 
county funds.
Illinois
Illinois house bills 392 and 618 would pro­
vide for the appointment by the state tax com­
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mission of a director of local finance who 
would be an accountant authorized to practise 
under the laws of Illinois and would have had 
at least five years’ public accounting experience. 
Among the powers of the director would be 
authority to register accountants qualified to 
undertake audits of accounts of local govern­
ments or local government officers. He would 
also be authorized to devise systems of accounts 
and cause the audit of government sub-divi­
sions under his jurisdiction.
No persons would be qualified to certify an 
audit report under the provisions of the act 
unless they were registered with the director of 
local finance. Any certified public accountant 
or public accountant entitled to practise under 
the laws of Illinois might be registered upon 
application, accompanied by a declaration that 
in the course of audits performed by him he 
would observe certain prescribed conditions. 
The bill contains provision for the discipline 
of accountants so registered who may violate 
the provisions of the act.
House bill 260 v/ould amend the law re­
lating to the registering of securities by classi­
fying as class "A ” securities those listed on 
recognized stock exchanges, provided financial 
statements of the issuing corporations, made by 
a certified public accountant or certified public 
accountants, had been a basis for such listing.
Kansas
Senate joint resolution No. 1 , providing for 
audit of the state highway commission, passed 
the legislature and was approved by the gov­
ernor March 6th. The act provides for a bi­
partisan committee of five members of the 
legislature to make a complete investigation and 
audit of the state highway department from 
March 31, 1931. The committee is authorized 
to employ accountants, attorneys and assistants 
at a compensation not to exceed $10 per diem 
and actual expenses.
Missouri
Missouri senate bill No. 77 passed the 
legislature and was approved by the governor 
February 24th. It authorizes the governor to 
cause an audit of the accounts of political sub­
divisions by accountants selected by him.
North Carolina
On March 29th a bill was introduced in the 
North Carolina legislature to amend chapter 99
of the public laws of 1931 relative to contracts 
for auditing and accounting to be awarded to 
the lowest bidder.
Oregon
Oregon house bill No. 497, as amended, pro­
viding for annual audit by a competent account­
ant of the records and accounts of every justice 
of the peace, was approved by the governor 
March 16th.
Pennsylvania
Senate bill No. 729, introduced in the Penn­
sylvania legislature March 21st, would require 
the directors of corporations of the second 
class to issue to shareholders annual financial 
reports verified by a certified public accountant 
or firm of certified public accountants selected 
by a committee of three shareholders who are 
not directors or employees. The scope and 
extent of the auditor’s verification would be in 
accordance with the principles outlined by the 
Federal Reserve Board’s publication Verification 
of financial statements. The bill passed the 
senate on April 5th.
A bulletin of the Pennsylvania Institute of 
Certified Public Accountants, issued under date 
of March 31st, indicates that new legislation, 
either proposed or actually introduced in the 
legislature, deals with independent audit of 
banks, building-and-loan associations and school 
districts.
South Dakota
South Dakota house bill 287 passed the 
legislature and was approved by the governor 
March 2nd. It relates to the division of audits 
and accounts and provides for the audit of 
accounts of state officers, departments, agencies 
and commissions by the director of audits and 
accounts. The act confers on the governor 
power to cause an independent audit of the 
division of audits and accounts itself whenever 
he deems it necessary.
Texas
House bill No. 482 introduced in the Texas 
legislature March 23rd, provides for submission 
of quarterly financial statements of county 
affairs by county clerks.
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NEWS OF LOCAL SOCIETIES
California
Los Angeles
On March 20th the Los Angeles chapter of 
the California State Society of Certified Public 
Accountants held its regular monthly meeting 
and dinner at the Elks club building. Harry
B. Mills, president, presided. After addresses 
of welcome to the guest speakers, Mr. Mills 
turned the meeting over to George H. Wood, 
chairman of the chapter’s committee on 
cooperation with municipalities.
J. M. Lowery, chief deputy county auditor, 
and a member of the chapter, spoke on "Char­
acter of service the outside auditor should ren­
der in governmental engagements.”
Charles C. Reed, city treasurer of Lynwood, 
addressed the meeting on the subject of "Pend­
ing legislation affecting cities of the sixth 
class.” Victor McCarthy, city clerk of El 
Segundo, presented a paper on "What the city 
clerk of a sixth class city expects of the outside 
auditors.” H. A. Harrison, a member of the 
chapter’s committee on cooperation with muni­
cipalities, spoke on "The scope of municipal 
audits.” There was discussion following the 
addresses.
The meeting received a report from the legis­
lative committee of the chapter regarding 
pending legislation bearing upon the practice 
of accountancy and the certified public account­
ants in California.
Maryland
The Maryland Association of Certified Public 
Accountants held a meeting on March 28th at 
the Emerson hotel, Baltimore, in conjunction 
with the Baltimore chapter of the National
"Balance-sheet values” was the topic on 
which Clem W. Collins, Denver, spoke before 
the Beta Alpha Psi fraternity at the University 
of Colorado, Denver, on March 5th.
Malachi A. Finnen, New York, and Thomas 
J. Hogan, New York, are the co-authors of 
Outline of audit procedure published by the 
Standard Text Press in February.
"Character—the one way out” an article by 
Horace P. Griffith, Philadelphia, was published 
in the February issue of The Street.
Association of Cost Accountants and the Balti­
more chapter of the Society of Industrial Engi­
neers. Edward L. Heaver, a member of the 
public relations committee of the American 
Institute of Banking, delivered an address on 
"Margin buying and earthquakes.” The 
speaker emphasized the evil aspects of short 
selling and also commented upon proposed 
banking reform measures in their various 
phases. C. W . Amos, vice-president of the 
association, acted as chairman of the meeting; 
Eugene Benge, president of the Baltimore 
chapter of the Society of Industrial Engineers, 
spoke in behalf of his organization, and F. Earl 
Reuwer, president of the Baltimore chapter of 
the National Association of Cost Accountants, 
took active part on behalf of his organization.
Michigan
A meeting of the Michigan Association of 
Certified Public Accountants was held on 
March 16th at the Detroit-Leland hotel. 
Addresses were delivered by L. K. James, pro­
fessor of law at the University of Michigan, 
and Fletcher Lewis, chairman of the drafting 
sub-committee of the special committee ap­
pointed by the Chicago and Illinois Bar Asso­
ciations for the purpose of drafting a new 
corporation law for Illinois. The new Michi­
gan corporation law was the principal subject 
of both speakers, and special reference was 
made to the treatment of treasury stock under 
its provisions. The discussion was led by 
Robert E. Payne, president of the Illinois 
Society of Certified Public Accountants. Eric L 
Kohler, Chicago, W . A. Paton, professor of 
accounting, University of Michigan, and others 
participated in the discussion.
J. Brooks Heckert, Columbus, spoke over 
station WEAO, Columbus, on March 17th. 
The subject of his talk was "Management and 
accounting.”
S. D. Leidesdorf, New York was appointed 
by the governor on March 9th as a director of 
the emergency certificate corporation, which 
was to handle the issuance of scrip in the state 
of New York.
On March 14th Walter L. Morgan, Phila­
delphia, read a paper on the gold standard at 
a meeting of the Merion Cricket club.
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April 20, 1933
To Members and Associates of the 
American Institute of Accountants:
At a meeting of council of the American Institute of Accountants at the United States 
Chamber of Commerce building, Washington, D. C., April 10th, recommendations of the board of 
examiners for election of applicants were approved. Credit for having passed examinations ac­
ceptable to the Institute was accorded 5 applicants for admission as members and 3 applicants 
for admission as associates. Nine applicants for admission as members and 3 as associates were 
given credit for having already passed the Institute’s examinations for a C. P. A. certificate. Three 
applicants for admission as members had passed oral examinations. The board recommended the 
advancement of 5 associates to membership.
Following are the names of those recommended for admission:
For advancement to membership:
Marquis G. Eaton, Oklahoma City 
Charles R. English, St. Louis 
Louis S. Goldberg, Sioux City 
Sidney B. Kahn, New York 
Edward J. McDevitt, Jr., Boston
For admission as members:
Chauncey B. Adams, St. Louis
Russell S. Bogue, Tampa
Jack A. Cottle, Chicago
Erwin W . Gottenstrater, Atlanta
Paul Grady, New York
George W . Heath, Detroit
Stephen B. Ives, Atlanta
J. Robert McCoy, Jr., Kansas City, Mo.
Charles Murray, Indianapolis
Frederick L. Patton, Boston 
Walter S. Pohlmeyer, St. Louis 
Elmer W . Ross, Kansas City, Mo. 
Max A. Simionescu, Teaneck, N. J. 
Russell K. Steffey, Baltimore 
Harry J. Williams, Dallas 
James H. Williams, Dallas 
John H. Zebley, Jr., Philadelphia
For admission as associates:
John P. Chole, Chicago Jesse R. Randall, Spokane
Walter P. Mollers, Sioux Falls, S. D. D. Remington Stone, New York
Arthur Neild, San Francisco Roy H. Workman, Antwerp, Belgium
These applicants do not become members (or associates) until declared elected by the 
president. If protest is to be made against the election of any applicant on the list, it should 
reach the offices of the Institute before May 5, 1933.
JOHN L. CAREY, Secretary.
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AMERICAN INSTITUTE OF ACCOUNTANTS
Annual Meeting
Plans for the annual meeting of the Ameri­
can Institute of Accountants to be held at New 
Orleans, Louisiana, October 17th and 18th, are 
well under way. A  tentative program will be 
published in an early issue of the Bulletin. 
The Roosevelt hotel has been chosen as head­
quarters for the meeting. The regular council 
meetings will take place on the Monday pre­
ceding and the Thursday following the annual 
meeting.
It has been suggested that the meeting be 
followed by a post-convention cruise, on one of 
the United Fruit Company boats, to Havana 
and New York. Full particulars of the rates, 
etc., will be given in a later issue of the 
Bulletin.
The committees appointed by Thomas A. 
Williams, president of the Society of Louisiana 
Certified Public Accountants and chairman of 
the society’s committee on arrangements for the 
Institute meeting, are as follows:
Program 
Archie M. Smith, Chairman 
Frank Russell 
W. T. Ryan 
R. C. Lloyd
Transportation and Hotels 
Louis H. Pilie, Chairman 
Henry Miller 
Frank Youngman
Reception 
Daniel D. Ewing, Chairman 
Charles L. Seeman 
Charles B. Murphy
Registration and Tickets 
John A. Peyroux, Chairman 
August A. Wegmann 
Stephen A. Schmedtje
Attendance and Publicity 
Darby Sere, Chairman 
Leonard E. Schenck 
Walter H. Eversmeyer
Committee on Badges 
Guy V. W . Lyman, Chairman 
Edwin J. Rovira 
John F. Hartmann
Banquet 
Camille Weis, Chairman 
John J. Finnorn
E. S. Rittler
Entertainment 
Emile Bienvenu, Chairman 
Ed. J. De Verges 
Meyer Botkofsky
Golf and Tennis 
Rene J. LeGardeur, Chairman 
Henry J. Jumonville
C. G. Robinson
Finance 
Lucien J. Moret, Chairman 
George E. Conroy 
M. M. Dienes
Ladies Entertainment 
Mrs. George A. Treadwell, Chairman 
Mrs. Emile Bienvenu 
Mrs. George E. Conroy 
Mrs. Albert J . Derbes 
Mrs. Malcolm M. Dienes 
Mrs. Daniel D. Ewing 
Mrs. Myron M. Goldman 
Miss Lillian LeGardeur 
Mrs. John F. Hartmann 
Mrs. Henry Jumonville 
Mrs. Guy V. W . Lyman 
Mrs. R. C. Lloyd 
Mrs. Elkin Moses 
Mrs. Henry J. Miller 
Mrs. Lucien J. Moret 
Mrs. John A. Peyroux 
Mrs. Louis H. Pilie 
Mrs. Edw. S. Rittler 
Mrs. Edwin J. Rovira 
Mrs. Cecil G. Robinson 
Mrs. Darby Sere 
Mrs. C. C. Sandoz 
Mrs. Archie M. Smith 
Mrs. Charles E. Wermuth 
Mrs. A. A. Wegmann 
Mrs. Thomas A. Williams
The Institute’s committee on meetings con­
sists of Archie M. Smith, chairman, Henry 
Jumonville and George A. Treadwell, all of 
New Orleans.
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Theodore H. Sterling
Theodore H. Sterling, a member of the 
American Institute of Accountants since 1923, 
died on May 2nd. Mr. Sterling was a certified 
public accountant of Indiana, New Hampshire 
and New York, and was a member of the New 
York State Society of Certified Public Account­
ants. At the time of his death he was a partner 
of Pogson, Peloubet & Co., New York.
Examinations
The regular spring examinations of the 
American Institute of Accountants took place 
on May 1 1 th and 12th. Thirty states and terri­
tories cooperated with the Institute under the 
standard plan of cooperation. About 1000 can­
didates for the C. P. A. certificate were ex­
pected to sit for the Institute examinations in 
cooperating states. Applicants for admission to 
the Institute sat for the examinations in the 
following cities: Buenos Aires, Chicago, New 
York and Seattle.
Elections to Membership
The president of the Institute has declared 
elected as of May 1 , 1933, the following appli­
cants for advancement and for admission to 
the Institute:
Advanced to M embership:
Marquis G. Eaton, Oklahoma City 
Charles R. English, St. Louis 
Louis S. Goldberg, Sioux City 
Sidney B. Kahn, New York 
Edward J. McDevitt, Jr., Boston
Admitted as M em bers:
Chauncey B. Adams, St. Louis
Russel S. Bogue, Tampa
Jack A. Cottle, Chicago
Paul Grady, New York
George W . Heath, Detroit
Stephen B. Ives, Atlanta
J. Robert McCoy, Jr., Kansas City, Mo.
Charles Murray, Indianapolis 
Frederick L. Patton, Boston 
Walter S. Pohlmeyer, St. Louis 
Elmer W . Ross, Kansas City, Mo.
Max A. Simionescu, Teaneck, N. J.
Russell K. Steffey, Baltimore 
Harry J. Williams, Dallas
James H. Williams, Dallas 
John H. Zebley, Jr., Philadelphia
Admitted as Associates:
John P. Chole, Chicago
Walter P. Mollers, Sioux Falls, S. D.
Arthur Neild, San Francisco 
Jesse R. Randall, Spokane
D. Remington Stone, New York 
Roy H. Workman, Antwerp, Belgium
Institute Representatives at Boston
Frederick H. Hurdman, past president of the 
Institute and chairman of the special commit­
tee on cooperation with bankers, and John L. 
Carey, secretary of the Institute, were guests 
at a meeting of the Massachusetts Society of 
Certified Public Accountants at the Statler 
hotel, Boston, April 24th. Donald P. Perry, 
president of the society, acted as chairman. He 
first introduced the secretary of the Institute, 
who discussed in some detail the current 
activities of the organization, and outlined a 
few of the broad problems facing the profes­
sion at the present time.
Mr. Hurdman spoke at length of the In­
stitute’s activities in cooperation with bankers, 
and was led to make some observations of the 
future opportunities of the accountancy pro­
fession, which he indicated were most en­
couraging.
About 80 persons were present at the meet­
ing. Prior to the addresses a nominating com­
mittee was elected, which consisted of the fol­
lowing: William A. Skelton, Charles F. Ritten- 
house, Hollis H. Sawyer, Harold A. Mock and 
James D. Glunts.
Board Chairman Visits Atlanta
Elmer L. Hatter, chairman of the board of 
examiners of the American Institute of Ac­
countants, accompanied by the secretary of the 
Institute, visited Atlanta on May 8th to con­
duct oral examinations of applicants for ad­
mission to the Institute. The examinations 
were held at the Atlanta Biltmore hotel in the 
morning, and Mr. Hatter was guest of honor at 
a luncheon of about 25 Institute members and 
officers of the Georgia Society of Certified Pub­
lic Accountants, at which he and the secretary 
of the Institute informally discussed the work 
of the Institute and general professional prob­
lems. The afternoon was devoted to golf.
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Under the auspices of the American Institute 
of Accountants special committee on coopera­
tion with bankers, a meeting of representatives 
of the accountancy profession and of credit 
organizations took place at the offices of the 
Institute, April 21st. The principal purpose 
of the meeting was to discuss methods by which 
credit associations might properly obtain from 
accountants information relative to the financial 
condition of customers.
Frederick H. Hurdman, chairman of the In­
stitute’s committee, presided. He stated that 
there had been inquiries from members of the 
Institute as to the purpose and the propriety of 
questionnaires addressed to accountants by 
credit agencies seeking data to supplement 
statements certified by the accountants con­
cerned.
It was explained that in some cases the ac­
countants felt that their certificates should be 
ample assurance that an adequate examination 
had been conducted. In other cases the ac­
countant felt that such inquiries, while proper 
in themselves, should be addressed to the clients 
for transmission to their accountants.
Representatives of the credit associations ex­
plained that the questionnaires were designed 
to obtain information regarding the scope of 
the audits upon which financial statements sub­
mitted to them were based. It was pointed 
out that instructions of the client governed to  
some degree the extent of the accountant’s ex­
amination. It was also stated that two forms 
of questionnaire were generally issued— one 
bearing a statement that the accountant’s client 
had consented to his response to the questions 
proposed, and a second form, issued in cases 
where such permission had not been obtained, 
which made no mention as to whether or not 
the client had been consulted.
The accountants present suggested that it 
might facilitate response by accountants if such 
questionnaires were addressed to their clients 
with a request that they be turned over to 
the accountants for reply. It was pointed out 
that in a recent communication to listed cor­
porations the New York Stock Exchange had 
asked certain questions bearing upon accounts 
with a request that the questions be submitted 
by the company officers to their independent 
auditors for consideration and reply.
Cooperation with Credit Men General discussion of some of the specific 
questions which appear in the credit question­
naires followed.
At the conclusion of the meeting there was 
general agreement on the following points:
1 . Credit agencies should in no case in which 
the consent of the client has not been ob­
tained submit questionnaires direct to the 
accountants.
2. Follow-up letters should contain nothing in 
the nature of threats for failure to reply 
promptly.
3. No questions should be asked of the ac­
countant which would require an expression 
of his opinion as to the credit responsibility 
of his client.
4. It is entirely appropriate for credit agencies 
to ask of their clients whether or not their 
books and accounts are audited by inde­
pendent auditors, and, if so, whether or not 
such auditors are certified public account­
ants.
5. In making photostatic copies of the account­
ant’s statements the credit agencies should 
take pains to see that the exact form and 
content of the accountant’s statement are 
reproduced.
6. It might be advantageous to all concerned 
were the Institute to bring before its mem­
bership through a special report or through 
an editorial in The Journal of Accountancy 
the desire of the credit agencies to cooperate 
with accountants and to have their coopera­
tion in so far as it may be available without 
violation of ethical standards.
The following organizations were repre­
sented at the meeting:
American Institute of Accountants 
New York State Society of Certified Public 
Accountants 
Robert Morris Associates 
Commercial Factors 
Credit Clearing House 
Dun & Bradstreet
National Association of Credit Men 
National Credit Office 
New York Credit Men’s Association 
Silk Association of America
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The executive committee has authorized pub­
lication of committee reports of general inter­
est submitted to the council at its meeting at 
Washington, D. C., on April 10th. Some of 
the reports appear in this issue of the Bulletin.
At the meeting the council elected Archie 
M. Smith of New Orleans to fill a vacancy in 
the council for the remainder of the fiscal year.
Frederick H. Hurdman, New York, has been 
elected under authority of the council to fill a 
vacancy on the committee on professional 
ethics for the remainder of the year.
In accordance with a suggestion of the ex­
ecutive committee the council authorized the 
committee to take steps to assure adequate 
representation of the Institute at Washington 
in consideration of federal legislation affecting 
accountants. The executive committee was al­
so authorized to extend the scope of the In­
stitute’s publicity program.
After receiving the report of the special com­
mittee on cooperation with stock exchanges the 
council requested the committee to prepare a 
history of the developments in cooperation be­
tween accountants and stock exchanges from 
the beginning of the committee’s activities, so 
that the membership of the Institute might have 
a consecutive record of the matter, which was 
considered one of great importance to the 
profession.
As reported in the April Bulletin, the coun­
cil approved a suggestion of the board of ex­
aminers that the Elijah Watt Sells scholarship 
prize be made available to candidates at all the 
Institute’s examinations.
The names of applicants for admission to 
the Institute elected by the council on the 
recommendation of the board of examiners ap­
pear elsewhere in this Bulletin.
The following resolutions were adopted by 
the council to record its sorrow at the news 
of the death of John M. Gilchrist and of Over­
ton S. Meldrum:
RESOLVED, That the council of the American 
Institute of Accountants, acting for and on behalf of 
the entire membership of the Institute, directs that 
there be entered on its records the following minutes:
JOHN M. GILCHRIST, a member of the Insti­
tute of long standing, and a member of the council 
of the Institute when death overtook him, is awarded
Council Meeting a place high on the roll of honor for his intelligent, 
loyal, and long sustained service to the Institute, and 
to the profession of accountancy, which, by the con­
duct of his own practice, he elevated in the esteem 
of his community. By his fellow accountants, who 
enjoyed his personal acquaintance, he will be long 
remembered for his geniality, his friendliness, and 
his sterling character.
OVERTON S. MELDRUM, a charter member of 
the Institute, long a member of its council, and at 
one time its vice-president, is accorded the highest 
praise for his never failing support of the Institute 
and its policies, for his intelligent and untiring labors 
in behalf of the new profession which he helped to 
create, and for the fine influence he exercised among 
other accountants in the adoption of higher ideals 
and in the creation of a better appreciation of duty 
to the client and to the public. In his passing, his 
community loses a valuable citizen, and a kindly, 
considerate, and friendly gentleman.
P r o f e s s io n a l  E t h ic s
The council accepted the following report 
of the committee on professional ethics:
Since the beginning of the present fiscal year the 
committee has considered forty-one complaints and 
inquiries and has held several meetings to discuss 
them, in addition to carrying on an almost continu­
ous correspondence with regard thereto. The num­
ber includes ten cases which were taken over from 
the predecessor committee immediately following the 
annual meeting of the Institute last October. Of 
the cases considered, twenty-one have been closed as 
involving no violation of the Institute’s rules of 
professional conduct; three have been closed on ex­
pressions of regret from the members involved ac- 
companied by their assurances that they would ob­
serve the Institute’s rules of professional conduct 
with greater care in the future; and five have been 
closed by reason of the fact that before the commit­
tee had completed its consideration thereof, the mem­
bership of the persons involved was terminated by 
the operation of section 2 of article V of the by­
laws. One case was referred to the executive com­
mittee to have the members involved cited to appear 
before the council sitting as a trial board in answer 
to the charges preferred.
The committee now has under consideration eleven 
cases, of which seven relate to alleged violations of 
rule 2. In considering charges against members for 
violation of this rule the committee finds itself in
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difficulty at times because of the lack of authoritative 
pronouncements as to what constitutes a misstate­
ment of essential facts or such omission as amounts 
to a misstatement of an essential fact. The commit­
tee is forced to proceed carefully and it is therefore 
frequently necessary for it to proceed slowly. The 
committee is of the opinion, however, that in cases 
where, after careful consideration of public expres­
sions of opinion by accountants and others whose 
opinions on the subject seem worthy of respect, it 
appears that members have certified to financial state­
ments which by reason of the acceptance of dubious 
theories of presentation are apt to be misleading to 
the reader, it may become necessary to cite the mem­
bers involved to appear before the council sitting as 
a trial board.
Respectfully submitted for the 
Committee on Professional Ethics,
F. B. A ndrews,
Chairman.
C o o p e r a t io n  w i t h  B a n k e r s  
The following report of the special commit­
tee on cooperation with bankers was accepted 
by the council:
The special committee on cooperation with bankers 
makes the following report of progress:
Robert Morris Associates 
The chairman was present at the fall meeting of 
the Associates held at Niagara Falls and spoke in­
formally at one of the sessions on some phases of our 
activities. Numerous conferences have been had 
with the chairman of the Robert Morris committee 
on cooperation with accountants. One case was sub­
mitted for our opinion. Help has been extended to 
committees of state societies in various parts of the 
country to form a contact with the local chapter of 
the Robert Morris Associates if one existed and if 
no such chapter had been organized, the Robert 
Morris Associates have endeavored to designate some 
member to cooperate with the accountants.
State Society Committees 
Many state societies now have committees on co­
operation with bankers. Your committee has received 
numerous requests for advice as to the most effective 
plan of cooperation. W e have endeavored to be as 
helpful as possible in making suggestions as to pro­
cedure and in securing contacts with representatives 
of the Robert Morris Associates. W e have in return 
requested these state society committees to keep us 
informed regarding meetings with bankers and other
credit grantors, with cases affecting audits which may 
have been discussed or any other matters of interest 
to the profession. As a result of this arrangement 
we secured permission from the Philadelphia chapter 
of the Pennsylvania Institute of Certified Public Ac­
countants to distribute copies of letters which had 
been circulated among a selected group of bankers 
by that chapter. These letters urged bankers
1— To require detailed examinations and reports
2— To arrange joint conferences with borrowers 
and accountants prior to examination
3— To secure permission to discuss report with the 
accountant
Credit Agencies 
Complaints have been received from several mem­
bers with respect to questionnaires received from 
credit bureaus concerning audited statements fur­
nished by their clients to these credit bureaus. These 
complaints are based upon the fact that generally the 
inquiries are addressed to the accountant instead of 
the client; that an implied threat is contained in the 
letter from the credit bureau, and that the type of 
questions asked implies a lack of thoroughness in the 
work of the accountant. Believing that we should en­
deavor to cooperate as far as possible with these credit 
bureaus in their effort to secure full and complete 
information, we are arranging a conference with rep­
resentatives of several of these credit bureaus located 
in New York.
Bank Audit Departments 
Our attention is called, from time to time, to the 
activities of certain financial institutions in rendering 
auditing or accounting services to their customers. It 
has not been our policy to enter a protest believing 
that we were powerless to prevent these practices. 
Furthermore, we are of the opinion that wherever 
such activities have been entered into the results have 
proved unsatisfactory to the institution. The same 
comment might be applied to the practice of some 
banks of rendering assistance in the preparation of 
income tax returns.
Standard Confirmation Blank 
Some progress has been made in devising a form 
which has met the approval of a majority of the 
committee, but before submitting it to our mem­
bers we desire to remove all objections. W e are 
now considering distribution to a selected group of 
bankers and accountants for their comments. W e 
believe that such a form should be acceptable to 
most, if not all, of our members to be of any prac­
tical value and assure its general acceptance.
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Special Report 
W e are gathering material covering many phases 
of the work covered during the 10 years since this 
committee was formed with a view to issuing this 
data in pamphlet form for distribution to our mem­
bers, bankers and others interested. It is our belief 
that a document of this nature, covering as it will 
the many cases which have been discussed with 
bankers and credit men, may prove of special inter­
est to our members.
Respectfully submitted for the 
Special Committee on Cooperation with Bankers 
F. H . H u rd m a n , Chairman
April 6, 1933.
C o o p e r a t io n  w i t h  St o c k  E x c h a n g e s  
The following report of the Institute’s 
special committee on cooperation with stock 
exchanges was received by the council:
Since your committee reported under date of Octo­
ber 14, 1932, important action has been taken by the 
New York stock exchange on matters affecting the 
profession, and it seems desirable in this report to 
review briefly the developments which have occurred.
In its report of October 14th, your committee re­
ferred to a memorandum which had been submitted 
by it to the New York stock exchange. The ex­
change was favorably impressed by this, and in De­
cember, 1932, caused it to be printed but not pub­
lished, and issued copies privately to a number of 
corporate officials, lawyers and accountants, with the 
expressed intention of asking listed corporations to 
accept the broad principles outlined and to prepare 
and file statements of accounting methods on the 
general lines proposed by the committee, with such 
modifications as might be suggested as a result of 
further discussion.
On January 13, 1933, the chairman of the commit­
tee on stock list of the exchange appeared before 
the United States senate committee on banking and 
currency, and in the course of his testimony as to 
the steps which the exchange was taking to protect 
investors, submitted a copy of this memorandum, 
which was put in evidence. Thereupon, your com­
mittee at once arranged for distribution of copies to 
all members of the Institute.
During January, 1933, the New York stock ex­
change took two very important steps in relation to 
audits. On January 6, it issued an announcement 
regarding its policy of requiring audits, a copy of 
which is attached to this report. This action was 
promptly followed by similar action on the part of 
the New York curb exchange and the New York
produce exchange. On January 31st, the president of 
the exchange addressed a letter to listed companies 
designed to elicit information in regard to present 
auditing practice. A copy of this letter and of the 
memorandum thereto attached (which was taken from 
the memorandum of your committee above referred 
to) is annexed to this report.
Since this communication was intended not to 
establish any standards of practice, but only to elicit 
facts regarding the present practice, your committee 
did not feel that it should take action thereupon. 
Several of its members, however, are members of 
firms which joined in a collective letter to the stock 
exchange dealing with general phases of the ques­
tions raised in the letter of January 31st, and a 
copy of this letter has been printed in T he Journal of 
Accountancy for April, 1933.
Your committee has been advised that listed com­
panies have responded freely to the request of the 
president of the exchange, and that the exchange is 
now engaged in a careful study of these replies with 
a view to determining what, if any, modifications of 
existing practice are desirable in the interests of in­
vestors. Your committee has been assured that in 
due course it will be consulted by the exchange in 
regard to any recommendations or requirements 
which that body may contemplate.
On March 21, 1933, the Chicago stock exchange 
announced certain new requirements in regard to list­
ing which included provision for audits, and a copy 
of this announcement is attached.
A gratifying interest in the developments herein 
outlined has been shown by the press, by bankers, 
economists, and others, and your committee believes 
that already much has been done to strengthen the 
position of the profession and to define its responsi­
bilities. Your committee desires particularly to em­
phasize its belief that these developments, while 
affecting in the first instance only the larger com­
panies whose securities are listed on public exchanges 
and the firms retained or likely to be retained for the 
audit of such companies, are bound ultimately to 
have a much wider effect, the benefit of which will 
be felt by all members of the profession.
Respectfully submitted,
A . B o w m a n  
A r t h u r  H. Ca r ter  
C h a r les  B . C o u c h m a n  
S. D. L eidesdorf 
W il l ia m  M . Lyb ra n d  
G eorge O. M a y , Chairman
April 5, 1933
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Federal Securities Bill
A special committee of the American Insti­
tute of Accountants, which has been watching 
the federal securities bill since its introduction 
in congress, states that the senate committee 
on banking and currency reported an entirely 
rewritten bill on April 27th, and that the house 
committee on interstate and foreign commerce 
introduced still another draft, differing radical­
ly from the original bill and from the senate 
draft, on May 3rd. Each bill has passed the 
chamber of the congress in which it was in­
troduced. On the whole the latest house 
bill seems to the Institute’s committee the 
least objectionable of the three. It clearly 
defines the securities and transactions which 
are exempted from the provisions of the bill. 
It stipulates that it shall apply only to securities 
issued after its passage. The accounting in­
formation which it will be necessary to file with 
the federal trade commission if the bill be­
comes law is generally outlined in the house 
bill, but considerable discretion is left to the 
trade commission to prescribe by regulations 
whatever information it shall consider neces­
sary. The house bill contains provision for in­
dependent audits and defines the liability of 
those who sign registration statements and 
supporting documents.
As this Bulletin goes to press there is no in­
dication of what form the final draft of the bill 
will take, but it is generally believed that in 
view of the radical difference between the house 
and senate drafts there will be some changes 
made by the conference committee.
Institute Members Invited to 
N. A. C. A. Conference
The Institute has received an invitation from 
W. R. Donaldson, president of the New York 
chapter of the National Association of Cost 
Accountants, offering all members of the In­
stitute full privileges to participate in the an­
nual cost conference of the N. A. C. A. at the 
Waldorf-Astoria hotel, New York, June 12th 
to 15th.
The convention will be followed by a week­
end cruise to Bermuda on the new vessel 
"Queen of Bermuda”. Complete details of the 
convention and cruise may be obtained from 
the headquarters of the association, 1790 
Broadway, New York.
About 1,000 registrants are expected. 
Technical meetings will be held in the morn­
ing and afternoon during the three days’ meet­
ing, June 12th to 15th, covering such topics 
as the reconstruction of the balance-sheet un­
der present economic conditions, pricing for 
profit, municipal accounting, debatable points 
in cost accounting, budgetary control for the 
small business, and standards and their appli­
cation to distribution.
There will be an exhibit of accounting ma­
chinery in conjunction with the conference, and 
visits to industrial plants in the metropolitan 
area will be arranged. The annual golf 
tournament will be played at the Winged Foot 
golf club courses in Westchester. Sightseeing 
trips and other features of entertainment will 
also be a part of the program.
Accountancy and the Press
The American Mercury for May, 1933, con­
tains an article by Clifford B. Reeves entitled 
"No-account accounting,” in which he criticizes 
accounting methods of American corporations 
for what he considers their failure to give in­
vestors a true picture of their financial situ­
ation. To illustrate his points the author 
gives nine cases, v/ithout names. The article is 
concluded with a discussion of accounting prac­
tices, in the course of which appear the follow­
ing statements:
"Security holders in many cases are not receiving 
important detailed information. The latter defect re­
sults from the fact that the scope of audits has not 
been extended to keep step with the increasing rami­
fications of business procedure. This is not done 
today in most cases primarily because the certified 
public accountants who audit a company’s books are 
invariably retained by the company management it­
self. Frequently so short a time limit is placed 
upon the accountant’s work that an adequate audit is 
physically impossible. And frequently the manage­
ment sets definite limits on the work to be done.
"If auditors were retained by a committee of 
security holders this fundamental weakness of the 
present system would be corrected. The scope of 
the audit could be increased to include a discussion 
of many important points not revealed by a balance- 
sheet or income account alone.
"Another great need for change lies in the neces­
sity for great uniformity in accounting principles and 
practices. The American Institute of Accountants has
9
Bulletin of American Institute of Accountants
recently laid down certain principles to be followed 
by all corporations, and the New York stock ex­
change will henceforth impose them on all corpo­
rations applying for the listing of securities.”
In the Chicago Tribune of March 31, 1933, 
an article by Philip Hampson discusses the place 
of a public accountant in financial affairs. After 
presenting some criticisms of public accountants 
and commenting on the limitations which the 
nature of their work imposes upon them, the 
writer suggests several measures for reform, 
among which are the following:
"1. The election of accountants to audit the af­
fairs of a company by the stockholders— as is done 
in England— instead of selection by the company’s 
officers.
"2. Reports to be made to stockholders directly.
"3. Regulations as to accounting practice either 
should be formulated by the public authorities or by 
semi-public bodies, such as the Chicago or New 
York stock exchanges.
"4. More and detailed information should be 
passed on to the public. Figures without detailed 
explanations are meaningless. Tell the entire story.”
The New York Wall Street Journal of 
March 30th contained an article entitled 
"Profit and loss,” which refers to an article in 
the April issue of Scribner’s Magazine relating 
to corporate reports to stockholders. Thomas 
F. Woodlock, who is author of the Wall Street 
Journal article, stresses the importance of the 
profit-and-loss account. In the course of his 
discussion occur the following paragraphs:
"Certified public accountants will probably differ 
among themselves as to details in the drawing of 
this line, but their differences will surely bring less 
important consequences than will the variations in 
practice of corporation officials if left to themselves.
"Therefore the logic of the matter leads to the 
simple conclusion that all corporation accounts to 
stockholders should be audited by independent pub­
lic accountants who will be prepared to certify that 
to the best of their judgment the income account 
truly represents the year’s operations. An audit which 
does not include this certificate is worth but little to 
anyone.
"It is waste of money to pay for a mere audit of 
cash income and outgo and a mere verification of 
cash or property on hand. W e can probably rely 
upon corporation officials to tell us the truth about
both. But we must have independent check on their 
statement of profit and losses.”
In an article by Royal F. Munger, published 
in the Chicago Daily News of April 27th, as 
part of a discussion of proper disclosure of cor­
porate earnings appears the following para­
graph:
"The American certified public accountant is able 
to analyze a business and has a high conscience in 
regard to the inclusion of essential information. He 
can do a lot more if he reports directly to the stock­
holders through a special committee instead of mak­
ing his report, subject to the limitations of his own 
conscience, under the direction of the management 
which he is supposed to criticize.”
The same author in an earlier issue of the 
Chicago News &  Post, April 18th, writes as 
follows:
"In the 'new era’ of corporation statements there 
is a refreshing and downright honesty of presenta­
tion. This is particularly true of the statements 
signed by certified public accountants who are jealous 
of their own reputations.
"Every one realizes that sooner or later the corpo­
ration audit, instead of being a review of the man­
agement by the management and for the manage­
ment, is going to be made by an auditor employed 
by a committee of stockholders.
"When that day comes the business of compiling 
reports will go to those auditing concerns which have 
been conservative and constructive in their analysis, 
but have also kept clear of any statement which might 
later be questioned by the stockholders themselves.”
An editorial in the Wilmington Journal- 
Every Evening of April 15th discusses a bill in 
the Delaware legislature intended to require 
audits by a certified public accountant of the 
accounts of Delaware counties. In part, the 
editorial reads as follows:
"The provisions of H. B. 203 only require that the 
counties adopt a practice found universal among self- 
respecting commercial enterprises, that of having their 
books audited by trained accountants with a repu­
tation of honesty and integrity. It sought to dis­
continue the practice of appointing two freeholders 
to audit the accounts, a procedure which sufficed when 
the accounts of the counties were simple and when 
no great amount of funds were involved. Since the 
employment of certified public accountants has been
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found to be highly profitable by commercial enter­
prises which, from the viewpoint of economy and 
efficiency, must scrutinize every expenditure, it can 
not be said that H. B. 203 would call for any extrava­
gance.”
The New York Wall Street Journal of 
April 18th urges amendment of a provision 
in the Muscle Shoals bill concerning audit of 
the accounts of the Tennessee Valley Authority 
by a certified public accountant. The editorial 
reads in part as follows:
"One paragraph in Senator Norris’ Muscle Shoals 
bill cries out for amendment, whatever else stands 
or falls. A part of Section 9 reads:
'Once during each fiscal year the president of the 
United States shall have power, and it shall be his 
duty, upon the written request of at least two mem­
bers of the board, to appoint a firm of certified 
public accountants of his own choice and selection 
which shall have free and open access to all books, 
accounts, plants, warehouses, offices and all other 
places, and records, belonging to or under the con­
trol of or used by the corporation (Tennessee Val­
ley Authority) in connection with the business 
authorized by this act, and the expenses of such 
audit so directed by the president shall be paid 
by the board and charged as part of the operat­
ing expenses of the corporation.’
" If the books of the Tennessee River Authority are 
ever to be independently audited, why should the 
making of an audit depend upon the president’s de­
sire for it or upon the compulsion of a majority of 
the Authority board? Would a majority of any board 
be most likely to request an outside audit of its do­
ings when it was most necessary in the public inter­
est, or when it was least required?
"Senator Norris has written his bill to allow the 
Authority to exercise its discretion in respect to how 
public money shall be spent to duplicate existing 
power facilities in Tennessee and Alabama not now 
used to much more than half of their capacity. That 
is, apparently, a part of the experimental order of 
the day but it is also a compelling reason for an 
annual independent audit of the bookkeeping of our 
experimenters-in-chief. And here is another: ’All
members of the board shall be persons who profess 
a belief in the feasibility and wisdom of this act.’ 
The usefulness of certified public accountants, on the 
other hand, is in their loyalty to the facts before 
their eyes.
"The paragraph of Section 9 quoted above is in­
defensible. It holds out a suggestion of independent 
auditing intended to be reassuring but carefully avoids 
making it a certainty. Will Senator Norris be the 
first to rewrite the paragraph as it should be written?”
Chicago Curb Exchange Broadens 
Requirements for Listings
Announcement has been made of the adop­
tion by the Chicago Curb Exchange require­
ments for listing new corporations similar to 
regulations recently adopted by other exchanges 
in Chicago and New York. The requirements 
include a clause that stockholders must be 
furnished independently audited statements at 
least annually, and that annual reports certified 
by certified public accountants must be fur­
nished stockholders at least ten days prior to 
the annual meeting.
Accountants Appointed Receivers
Edward Fraser, member of the American In­
stitute of Accountants and a certified public ac­
countant, has been appointed by a federal dis­
trict court as co-receiver in equity of a Kansas 
City company.
William T. Lees, a certified public accountant 
of Providence, has been appointed by a justice 
of superior court as permanent receiver of a 
Rhode Island corporation. Mr. Lees had been 
acting as temporary receiver on petition of a 
creditor.
Texas State Board of Accountancy
The governor of Texas has appointed the 
following persons to serve as members of the 
state board of public accountancy for two years: 
Victor E. Buron, Texarkana, W. T. Chumney, 
San Antonio, John J. Gannon, Houston, S. J. 
Von Koenneritz, Austin, and Frank L. Wilcox, 
Waco. Mr. Wilcox has been elected chairman 
and Mr. Chumney, secretary-treasurer.
Announcement has been received of the re­
moval of the Houston offices of Lybrand, Ross 
Bros. & Montgomery to the Bankers Mortgage 
building.
On March 1, 1933, Price, Waterhouse & Co. 
announced the opening of an office in Stock­
holm, Sweden, at 30 Kungsgatan.
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STATE LEGISLATION
The legislatures of the following states were 
in regular session at May 5th:
California
Colorado
Connecticut
Delaware
Florida
Illinois
Massachusetts
Michigan
Nebraska
New Hampshire
New Jersey
North Carolina
Ohio
South Carolina
Texas
Wisconsin
The legislature of West Virginia was in 
special session. Further special sessions are ex­
pected.
Alaska
House bill 77 introduced in the Alaska legis­
lature April 18th would repeal the accountancy 
act of the territory.
Colorado
Colorado senate bill No. 756 passed the sen­
ate April 5th. It provides for reinstatement 
of previously revoked C. P. A. certificates.
Connecticut
Following is the text of Connecticut house 
file No. 261, substituted for house bill No. 
110 1 , amending the accountancy law of the 
state by providing for reinstatement of revoked 
certificates:
A n  A c t  C o n c e r n in g  P u b l i c  A c c o u n t a n t s
"Be it enacted by the senate and house of repre­
sentatives in general assembly convened:
Section 1. Section 2919 of the general statutes is 
amended to read as follows: At the annual meeting, 
which shall be held on the second Wednesday of 
January in each year, the members shall elect from 
their number a president, secretary and treasurer. The 
offices of secretary and treasurer may be held by the 
same person. Said board may adopt a seal and make 
by-laws, rules and regulations for the transaction of 
the business of the board and the government of its
affairs. Two members shall constitute a quorum for 
the transaction of business, and special meetings shall 
be called upon the request of any two members, or 
upon the call of the president. All fees and other 
moneys collected by the board shall be promptly trans­
mitted by the treasurer of the board to the state 
treasurer, together with an account of such receipts. 
All expenditures of the board shall be made upon 
requisition drawn on the state comptroller. Each 
member of the board shall receive ten dollars for 
each day, or portion thereof, and his necessary ex­
penses, while engaged in the discharge of his official 
duties, to be paid from the cash receipts of the board 
turned over to the state treasurer.
Section 2. Section 2921 of the general statutes 
is amended to read as follows: When any person 
shall have passed the examination prescribed, the 
members of the board shall sign and issue to such 
successful applicant a certificate, prepared by the 
board, in which the applicant shall be given the right 
to be known and designated as a certified public ac­
countant, and to use said title in full or the initials 
'C. P. A.’ as such certificate shall prescribe. The  
board may revoke such certificate or suspend the same 
for a definite period not to exceed one year in any 
case in which the certificate holder has been con­
victed of a felony or has been found by the board 
to have employed fraud or deceit in obtaining his 
certificate or to have acted negligently or wrongfully 
in the conduct of his profession. After three years 
from the date of a revocation, an application for re­
instatement may be made to the board, and the board 
may, upon favorable action by the majority thereof, 
grant such reinstatement. Notice of the cause for 
contemplated revocation or suspension, and the date 
of hearing thereon by the board, shall be mailed to 
the holder of a certificate at his last-known address 
at least fifteen days before the date of such hearing. 
No certificate issued under this section shall be re­
voked or suspended without such hearing, but the 
non-appearance of the holder of any certificate, after 
notice as herein provided, shall not prevent such 
hearing. Any person whose certificate has been re­
voked or suspended may, within thirty days after 
such revocation or suspension, make application to 
the superior court for Hartford county in the nature 
of an appeal from such revocation, which shall be 
accompanied by a citation to such board to appear 
before said court. Such citation shall be signed by 
the same authority and such appeal shall be return-
12
Bulletin of American Institute of Accountants
able at the same time and served and returned in the 
same manner as is required in the case of a sum­
mons in a civil action. T he authority issuing the 
citation shall take from the applicant a bond or recog­
nizance to the state, with surety, to prosecute the 
application to effect and to comply with the orders 
and decrees of the court in the premises. N o such 
application shall operate as a supersedeas to such 
revocation or suspension.
"Section 3. Section 2922 of the general statutes 
is amended to read as follows: Any person holding 
a certificate as a certified public accountant granted 
under the laws of another state, and who shall have 
had at least five years’ experience as a public ac­
countant and who shall have practiced in this state 
on his own account, or as a member of the account­
ing staff of a certified public accountant in this state, 
for one year or more immediately prior to the date of 
his application, provided the state issuing such origi­
nal certificate grants a similar privilege to the certi­
fied public accountants of this state, shall at the dis­
cretion of the board, upon written application, and 
payment to the board of a fee of fifty dollars, re­
ceive the certificate as a certified public accountant 
provided for in section 2921, without an examina­
tion.”
The bill was approved by the governor April 
5th.
Florida
Florida senate bill No. 157 would amend 
the accountancy act of the state by providing 
for the issuance of certificates of authority to 
practise as public accountants to accountants 
in practice.
A bill has been introduced in the Florida 
legislature, under the designation house bill 
No. 815 and senate bill No. 440, which would 
provide for the wholesale issuance of C. P. A. 
certificates without examination. Any regis­
tered public accountant who had been in prac­
tice for five years prior to the passage of the 
act would be eligible for a certificate by waiver.
Illinois
A bill has been introduced in the Illinois 
legislature, under the designation house bill No. 
649, which would provide for the issuance of
C. P. A. certificates to all holders of certificates 
of registration as public accountants under the 
1927 act. The Illinois Society of Certified Pub­
lic Accountants is opposing the bill.
Minnesota
Following is the text of Minnesota senate 
bill 1375 which was approved by the governor 
April 13th:
An A c t  t o  a m e n d  S e c t io n  5700 o f  M a s o n ’s 
M in n e s o t a  St a t u t e s  o f  1927, r e l a t in g  t o  t h e
STATE BOARD OF ACCOUNTANCY AND PROVIDING FOR 
THE ISSUANCE OF CERTIFICATES.
Be it enacted by the legislature of the state of 
Minnesota:
Section 1. That Section 5700 of Mason’s Minne­
sota Statutes of 1927 be and the same is hereby 
amended so as to read as follows:
"5700. No certificates for a certified public ac­
countant shall be granted to any person other than a 
citizen of the United States, or person who has in 
good faith duly declared his intention of becoming 
such citizen, and is over the age of twenty-one years 
and of good moral character and (except under the 
provisions of section 4 (5701) of this act) who 
shall have successfully passed an examination in 'ac­
counting’, 'auditing’ and 'commercial law’, affect­
ing accountancy, and on such other subjects as the 
board may deem advisable. No person shall be per­
mitted to take such examination unless he shall for 
a period of at least three years have been employed 
in the office of a 'public accountant’ as an assistant, 
or shall have been practising as a public accountant 
on his own account, or who shall have served for a 
like time as chief examiner or a senior examiner in 
the office of state comptroller, or as an internal- 
revenue agent or collector of the bureau of internal 
revenue of the United States of America shall have 
for a like time engaged in auditing the income-tax 
returns of any person, co-partnership, corporation or 
fiduciary, and who shall not at least three years prior 
to the date of said examination have successfully 
passed an examination in such subjects as may be 
prescribed by the board, touching his general edu­
cation, qualification and fitness for an accountant;   
provided, that said board may, in its discretion, waive 
the preliminary examination of an applicant who, in 
its opinion, has had a general education equivalent 
to that which may be prescribed by its rules and is 
otherwise qualified.”
The bill amends the accountancy act of the 
state by permitting employees of the state comp­
troller or the bureau of internal revenue to sit 
for examination for C. P. A. certificates.
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Missouri
None of the three accountancy bills intro­
duced in the Missouri legislature, and opposed 
by the Missouri Society of Certified Public Ac­
countants, was passed prior to adjournment of 
the legislature April 25th.
Ohio
Word has been received from the Ohio So­
ciety of Certified Public Accountants that sen­
ate bill No. 242, proposed as a substitute for 
the accountancy law of the state, was disap­
proved by the senate judiciary committee. The 
bill was opposed by the Ohio Society and by 
the American Institute of Accountants.
Pennsylvania
Senate bill No. 1464 introduced in the Penn­
sylvania legislature April 25th would amend 
the accountancy law of the state by inclusion 
of a penalty for the issuance of false financial 
statements. The bill was reported with amend­
ment on April 26th.
Senate bill No. 1463, introduced simultane­
ously, would make it a misdemeanor for ac­
countants or auditors to issue or permit to be 
issued false financial statements.
There are before the Pennsylvania legisla­
ture several bills including provisions with 
reference to independent audits of corpora­
tions, building-and-loan associations and school 
boards.
Tennessee
Word has been received that Tennessee sen­
ate bill No. 77 and house bill No. 222, opposed 
by certified public accountants of Tennessee and 
by the American Institute of Accountants, failed 
of passage.
Wisconsin
A bill containing a waiver clause has been 
introduced in the Wisconsin legislature under 
the designation assembly No. 834, A. Under 
its provisions C. P. A. certificates might be 
issued without examination to accountants in 
practice at the time of enactment. This bill 
is opposed by the Wisconsin Society of Certified 
Public Accountants.
Assembly bill No. 706, A is a regulatory hill 
of the two-class type which has been introduced 
at the instance of the Wisconsin society.
NEWS OF LOCAL SOCIETIES
California
L o s  A n g e l e s
The Los Angeles chapter of the California 
State Society of Certified Public Accountants 
held a dinner meeting at the Elks club, Los 
Angeles, on April 24th. The meeting was ar­
ranged by the committee on service develop­
ment of the chapter, W. J. Palethorpe, chair­
man of the committee, presiding.
Harry B. Mills, president of the chapter, read 
a paper outlining the reason for appointment of 
the committee on service development. The 
subjects to be considered by the committee are 
as follows: elements necessary satisfactorily 
to render accountants’ services; report or certi­
ficate to be rendered ; prospective clients for the 
services; ethical means of securing new clients; 
suitable or equitable basis of fees.
Colorado
At a meeting of the Colorado Society of Cer­
tified Public Accountants held April 28th at
the Cosmopolitan hotel, Denver, A. D. H. 
Kaplan, professor of economics of the Uni­
versity of Denver, spoke on "The inflation 
policy now being considered by our national 
government. Invitations to attend the meeting 
were extended to a number of business and 
professional men. Five hundred and eight per­
sons were present.
In view of the interest expressed by the meet­
ing with reference to Mr. Kaplan’s address it 
was decided that the society request the Univer­
sity of Denver to release the time of Mr. Kaplan 
for a seminar to study the present plans for 
economic recovery. The seminar will consist of 
a series of four sessions at which the members 
of the group will have an opportunity to join 
in the discussion of the issues. In the lectures, 
Mr. Kaplan will analyze the inflation policy in 
considerable detail for its effect upon particular 
industries and groups. The seminar will also 
study the Roosevelt legislative program for the
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relief of labor and industry. The tentative 
schedule for the four meetings is as follows:
1 . Analysis of the current inflation measures 
authorized by congress and the adminis­
tration.
2. The effects of inflation on the security 
market, both equities and bonds, with 
silver remonetization.
3. The effects of inflation on domestic and 
world commodity prices, with special at­
tention to the proposed farm relief 
measures.
4. The meaning and effect of the new labor 
and industrial policy of the national 
government.
The meetings will take place at the New 
Edelweiss cafe on Mondays at twelve o’clock, 
beginning May 8th and continuing for four 
weeks. The date of the fourth meeting will 
be subject to change.
Connecticut
The Connecticut Society of Certified Public 
Accountants held its annual meeting at the Elks 
club, New Haven, on April 26th. The com­
mittee on legislature reported on several meas­
ures pending before the general assembly which 
the society believes will be beneficial to busi­
ness and to the general public from the stand­
point of better control of the expenditure of 
public finances.
The following officers were elected: John S. 
Roth of Middletown, president; Harry Jacobs, 
Hartford, vice-president; Russell C. Everett, 
Hartford, treasurer; Lewis Sagal, New Haven, 
secretary. William J. Hope of Bridgeport was 
elected auditor, and Walter Musgrave of Hart­
ford and Milton Friedberg of Bridgeport were 
elected to the board of governors for three 
years. Mrs. Nina H. Arnold of Haddam, first 
woman in the state to pass the C. P. A. exami­
nations, in 1917 , was elected a life member of 
the society.
Preliminary plans for meeting commemorat­
ing the silver anniversary of the organization 
were made.
Mississippi
The annual meeting of the Mississippi So­
ciety of Certified Public Accountants was held 
on April 25th at Jackson at the Robert E. Lee 
hotel.
The morning session was devoted to reports 
from officers and committee chairmen. In the 
afternoon the following speakers were heard: 
J. Acker Rogers, of the state board of account­
ancy, Thomas A. Williams, president of the 
Society of Louisiana Certified Public Account­
ants, and Ralph E. Cole, president of the Ameri­
can Society of Certified Public Accountants.
The following officers were elected: C. E. 
Powell, Greenwood, president; Robert H. 
Crook, Meridian, vice-president; Stewart J. 
Parker, Jackson, secretary; Glenn M. Goodman, 
Laurel, treasurer. The following persons were 
elected to the board of governors: Roy C. 
Brown, Meridian; Nelson E. Taylor, Green­
wood; J. Acker Rogers, Jackson.
New Jersey
The annual meeting of the Society of Certi­
fied Public Accountants of the State of New 
Jersey was held on April 25th at the Down­
town club, Newark, Henry B. Fernald, presi­
dent of the society, presiding. Among the 
guests, who numbered 142, there were present 
representatives of the following organizations: 
Robert Morris Associates, New Jersey Bankers 
Association, National Newark & Essex Banking 
Company, New Jersey Association of Credit 
Men, Trenton Trust Company, First Mechanics 
Bank, New York State Society of Certified Pub­
lic Accountants, internal-revenue department, 
First National Bank of Clifton, First National 
Bank of Jersey City, Passaic National Bank, 
and the deputy commissioner of banking and 
insurance of the state of New Jersey.
Reports of officers and committees were re­
ceived. The chairman of the committee on 
cooperation with bankers and other credit gran­
tors reviewed briefly the plan and purpose of 
cooperation between the accountants and 
bankers and announced that his committee and 
the New Jersey Bankers Association’s commit­
tee on cooperation with certified public account­
ants proposed to publish, jointly, a pamphlet re­
cording the results of deliberations of joint sub­
committees of the respective organizations.
Frank W. Sutton, Jr., president of the New 
Jersey Bankers Association, spoke of the devel­
opment of closer cooperation between the 
banker and the certified public accountant, and 
stressed the need for proper audits and state­
ments as an aid to the restoration of confidence.
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Philip S. Suffern addressed the meeting on the 
training and experience of the certified public 
accountant and how the banker may employ 
these qualifications to advantage.
Spencer S. Marsh, vice-president and cashier 
of the National Newark & Essex Banking 
Company of Newark, related interesting experi­
ences with clients of his institution with refer­
ence to applications for credit based on finan­
cial statements. He briefly differentiated be­
tween going-concern and liquidation values of 
assets and gave his views on the important 
factors which interest the banker in extending 
credit. He raised the question as to the pro­
priety of issuing statements as of the same date, 
showing one set of figures for federal tax pur­
poses and another for credit purposes. Maurice
E. Peloubet illustrated by specific cases wherein 
two statements showing different values of 
assets as of a given date were justifiable pro­
vided the bases are clearly disclosed. He re­
ferred to the tax laws of various jurisdictions 
which provide for financial reports according to 
different standards of value.
Robert H. Montgomery decried credit stag­
nation while the lending power of banks was 
so great and cash resources so large. He recom­
mended further cooperation between bankers 
and certified public accountants, and referred to 
the burden placed on both the accountant and 
banker because of the adherence by business 
establishments to the calendar-year basis of re­
port. He advocated engagement of account­
ants to prepare and supervise monthly budget 
statements for the guidance of the management 
and for the safety and security of bankers’ credit 
advances.
Joseph Morris, vice-president of the Manu­
facturers Trust Company, New York, represent­
ing the Robert Morris Associates, told of his 
experiences in liquidating several New York 
banking institutions. He advocated complete 
audit engagements and stated that to permit 
clients to confine the extent of the engagement 
by limiting the audit fee was a dangerous and 
unsatisfactory practice. Mr. Fernald expressed 
agreement with Mr. Morris, but pointed out 
that special engagements to accomplish definite 
objects which do not entail complete audits 
serve useful purposes, provided the scope of 
the engagement is fully set forth in the report.
A regular monthly meeting of the New York 
State Society of Certified Public Accountants 
took place at the Waldorf-Astoria hotel, April 
20th. The meeting was devoted to a discus­
sion of accountancy legislation in which argu­
ments for and against restrictive legislation 
were presented. Prepared addresses were de­
livered by Maurice E. Peloubet, Samuel J. 
Broad and Alexander F. Makay, and after their 
remarks there was general discussion from the 
floor. The secretary of the American Institute of 
Accountants, was introduced by the chairman.
The annual meeting of the society was held 
on May 8th at the Waldorf-Astoria hotel, New 
York. Annual reports of officers, directors and 
committees were received. John T. Madden 
of the School of Commerce, Accounts and 
Finance, New York University, delivered an ad­
dress on the "Inflation and the gold standard.”
The following officers were elected: Walter 
A. Staub, president; Frederick H. Hurdman, 
first vice-president; Morris C. Troper, second 
vice-president; William J. Forster, secretary; 
Fred L. Main, treasurer. The following were 
elected members of the board of directors for 
three years: Arthur H. Carter, Emanuel Engel, 
William B. Campbell, A. S. Fedde and Martin 
Kortjohn. Those elected for a term of two 
years were William B. Franke, Charles J. 
Maxcy, Max Rolnik, Alfred J. Stern and 
Charles H. Towns.
Pennsylvania
The Philadelphia chapter of the Pennsylvania 
Institute of Certified Public Accountants held 
a meeting on April 18th at the Manufacturers 
club, Philadelphia, J. N. Aitken presiding.
Percival H. Granger delivered an address on 
receiverships and bankruptcies. He first dis­
cussed the various types of receiverships aris­
ing in the federal courts and in the state courts 
and the conditions under which creditors or 
interested parties may obtain them. The bounds 
and limitations of the receiver’s authority, as 
well as those of the trustees were also pointed 
out. Mr. Granger then proceeded to discuss 
the accounting problems which face the lawyers 
for the receivers, and the matter of employment 
of accountants to prepare reports and make 
audits necessary for the lawyers in carrying out 
their duties to the interested clients.
New York
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AMERICAN INSTITUTE OF ACCOUNTANTS
Annual Meeting, 1933
A tentative program for the annual meeting 
of the Institute, at New Orleans, October 
16-19, 1933, has been drafted and invitations 
to speakers have been extended. The com­
mittee on meetings and the various special 
committees of the Society of Louisiana Certi­
fied Public Accountants in charge of arrange­
ments have commenced their work in earnest.
In a statement to the membership the com­
mittee on meetings emphasizes the particular 
urgency of a large attendance. "In this par­
ticular year”, the committee says, "we feel that 
in urging you to attend the annual meeting of 
your professional organization we are suggest­
ing something more than a casual holiday. 
Every accountant who has kept in touch with 
events knows that the profession is face to face 
with great opportunities. The Institute is 
bound to influence largely the extent to which 
these opportunities can be realized. Every 
practising accountant owes it to himself and 
to his profession to be well informed about 
what the Institute is doing, and to express his 
opinion as to how its work can be made even 
more useful.
"With this thought particularly in mind, the 
program has been arranged to devote one com­
plete session to a discussion of the work of the 
various committees, whose reports will un­
doubtedly be referred to the open meeting. 
These reports will probably include discussion 
of state regulation of professional accounting 
practice, legislation involving compulsory inde­
pendent audits, stock-exchange requirements 
closely affecting the professional accountant, 
the development of closer relations with the 
public as a whole, including bankers, invest­
ment bankers, government authorities, etc.”
Among the addresses scheduled for the 
business sessions is one which will be of pecu­
liar interest and importance to accountants, an 
exposition by A. A. Berle, Jr. of the probable 
changes in the economic structure of this coun­
try, largely through control by the federal gov­
ernment, and the important part to be played 
by the accountant under changed conditions. 
Mr. Berle is an attorney who has shown par­
ticular interest in accountancy. He has been
instrumental in initiating at Columbia law 
school, where he has taught for several years, 
a class in accountancy for aspiring lawyers. He 
is co-author of an article in the Columbia Law 
Review to which reference was made in the 
Institute’s Bulletin for August, 1932, on the 
"Elements of law in business accounting.” His 
recent book written in collaboration with 
Gardner C. Means, The Modern Corporation 
and Private Property, has been hailed by 
economists as an outstanding book of the year 
and a notable contribution to the literature on 
corporation problems. Mr. Berle is one of those 
unofficial advisors to the president who have 
been referred to as the "cabinet of professors” 
or the "brain trust”, and has had a hand in 
the drafting of the railroad bankruptcy amend­
ment. Recently he was appointed as special 
advisor on railroad problems to the Recon­
struction Finance Corporation.
Among the other speakers who have accepted 
invitations are the following:
Lloyd Morey, of the University of Illinois, 
will present a paper on "Municipal and govern­
mental accounting”, a subject on which he is 
an acknowledged authority.
At the annual meeting of accountancy 
examiners, Will-A. Clader, chairman of the 
Institute’s committee on state legislation, will 
deal with problems arising in the interstate 
practice of accountancy.
Anson Herrick, member of council, will read 
a paper on "Current assets and liabilities” at a 
session devoted to technical questions.
William A. Paton, University of Michigan, 
will discuss "Shortcomings of the present forms 
of balance-sheet and profit-and-loss statement.” 
George Armistead of Houston will act as 
toastmaster at the annual banquet.
The committee on meetings offers assurance 
that those who attend will look back on the 
meeting with pleasure. All the energies of the 
Society of Louisiana Certified Public Ac­
countants are being devoted to arrangements 
which will provide a delightful time for every­
one who attends.
Tentative plans for a tropical cruise follow­
ing the meeting will be submitted to the mem­
bership for an expression of opinion.
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N e w  O r lea n s
Archie M. Smith, member of council and 
chairman of the committee on meetings, has 
submitted the following information about 
New Orleans for the benefit of those who are 
not fully familiar with the city:
"The Roosevelt hotel, which has been chosen for 
headquarters, is situated in Baronne street just a few 
steps from Canal street, the main business thorough­
fare, and has ample facilities to meet all require­
ments of the convention comfortably and con­
veniently.
"Headquarters will be on the dividing line be­
tween old New Orleans and the more modern sec­
tion above Canal street. Leaving the Roosevelt and 
walking across Canal street one is immediately in 
the 'Vieux Carre’, meaning 'old square’, the original 
city of New Orleans founded by Jean Baptiste de 
Bienville in 1718. History has been made on every 
foot of it and in many respects it remains unchanged 
to this day. The same narrow streets are there. 
The original buildings of French and Spanish archi­
tecture have been preserved and the old iron grille 
work of many different designs still decorate the 
windows and galleries (porches).
"Street vendors, flower girls, and the praline 
women claim part of one’s attention and the quaint 
little 'piccaninnies’ are there, too, to amuse with 
their tap dancing and old-fashioned jigs to the tune 
of tin-can music.
"There are many interesting places to be seen in 
the 'Vieux Carre’. Start at Royal street (Rue 
Royale). This was the first street in New Orleans 
to be paved. Belgian blocks, carried as ballast by 
ships returning from Europe for full cargoes, were 
used. They have long since given way to asphalt 
pavement, just as the old 'hay-burners’ (mule-pulled 
street cars) have been supplanted by the more modern 
electric equipment. A journey through this section 
brings one to many historical places, of which the 
following are only a few:
"The homes of such famous people as Dr. Anto- 
marchi, Napoleon’s personal physician and maker of 
his death mask, who later practised in New 
Orleans; Paul Morphy, one of the greatest chess 
players of all time; Adelina Patti, the celebrated 
singer; E. H. Sothern, the noted actor, and Robert 
Edeson, another well known actor.
"Then there is the old Union bank building, 
erected in 1818; the bank of Louisiana, erected in 
1812; the former bank of the United States, founded 
in 1805 and at one time the home of Entienne de 
Bore, pioneer manufacturer of granulated sugar; the
Louisiana bank building (first in the Vieux Carre) 
established in 1804 through the influence of Thomas 
Jefferson; the white marble court house, with bronze 
statue of the late Chief Justice E. D. White, a native 
Louisianian, at its entrance; the Cafe des Exiles, 
former meeting place of Royalist emigres from the 
French Revolution and later rendezvous of refugees 
from Santa Domingo insurrections; the Old Absinthe 
House, built in 1750, frequented by Jean Lafitte the 
pirate, where it is said that Lafitte and Andrew Jack­
son met to discuss plans for the battle of New 
Orleans; the 'House of Horrors’, former home of 
Madame Lalaurie, who fled when it was discovered 
she was torturing slaves in her 'horror chamber’. 
This same place had previously been a social centre 
where such celebrities as Lafayette, Marshall Ney, 
Louis Phillippe, and others had been entertained. 
The entire square upon part of which the Lalaurie 
house stands was in 1769 occupied by six thousand 
Spanish soldiers.
"Still other interesting places are the old Tabarry 
theatre (1791-1807) where grand opera was sung in 
America for the first time; the Cabildo, built in 1795 
as a meeting place for the Spanish legislature, where 
the Louisiana Territory was purchased from France 
in 1803; Jackson square, laid out in 1720 by Bien­
ville, where Andrew Jackson was welcomed after 
the battle of New Orleans and where an equestrian 
statue of him in bronze now stands; the Pontalba 
buildings, built in 1849 by the Baroness Pontalba 
and once the social center of Spanish and French 
aristocracy; St. Louis cathedral, built in 1794; in­
numerable antique shops, and picturesque courtyards 
ornamented with palms and other tropical shrubbery.
"Leaving the Vieux Carre and driving through 
the more modern sections of the city, we find tall 
and handsome office buildings in the business district, 
each resting firmly upon foundations of concrete on 
cypress pilings driven deep into the sub-soil, re­
minders of the progress New Orleans has made. St. 
Charles avenue, five miles long and lined with trees 
and handsome homes, is one of the main show places 
of the city. Audubon and City parks, with their 
ancient oaks and palms and artificial lakes, are spots 
of beauty.
"It is of interest to note that the water supply in 
New Orleans is 100% pure, that by means of a 
highly efficient system all sewage is properly dis­
posed of in the river below the city, and that the 
heaviest rains are taken from this level city as fast 
as they fall.
"New Orleans is entirely free of malaria, the 
mosquito that breeds this disease having been ex­
terminated years ago.
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"Other engineering feats besides the sewage, water, 
and drainage plants and systems, are the immense, 
impregnable levees which protect the city from over­
flow of the Mississippi, and the great spillway a 
short distance above the city, built by the United 
States government at a cost of five millions. The 
purpose of the spillway is to divert surplus waters 
from the river into Lake Pontchartrain and thence 
into the Gulf of Mexico.
"One of the interesting points in the city is the 
river front, where steamboats and ocean-going steam­
ships load and unload. The happy negro roustabouts, 
with their original songs and spirituals, are very 
much the same as they were when Mark Twain was 
a river pilot and Abraham Lincoln steered his flat- 
boats to New Orleans.
"Lake Pontchartrain, five miles from the city, with 
its yachting and bathing facilities, is always a great 
attraction to home people and visitors. Tennis 
courts, golfing greens, and swimming pools may be 
found in the parks and the several country clubs.
"New Orleans, noted for her hospitality, extends a 
cordial invitation to members of the Institute and 
their friends to attend the convention. Being the 
original capital of the vast Louisiana Territory, she 
especially invites her friends from the following 
states which originally composed the Louisiana Terri­
tory; Arkansas, Missouri, Iowa, Nebraska, North 
Dakota, South Dakota, Idaho, Montana, Oregon, 
Washington, Oklahoma, Colorado, Wyoming (east 
of the Rockies), Kansas, and Minnesota (west of 
the Mississippi). She wants them to come and visit 
the mother state and see what a modern and progres­
sive commonwealth it is.
"The Society of Louisiana Certified Public Ac­
countants will be your hosts. They have prepared 
an elaborate program for your comfort and pleasure 
and will leave not a stone unturned to make this one 
of the greatest of all conventions.
"Incidentally, the average temperature in New 
Orleans for October, over a period of 56 years, is 
70.8 degrees.”
Minnesota Chapter
The Minnesota Chapter of the American 
Institute of Accountants held a meeting on 
May 9th at the Minnesota club, St. Paul. Six­
teen members were present, representing Min­
neapolis, St. Paul and Duluth. John N. Pey­
ton, state commissioner of banks was the guest 
of honor. The meeting was devoted to a dis­
cussion of "The challenge to the certified pub­
lic accountant in the auditing of banks, trust 
companies and financial institutions.”
British Comment on an American 
Activity
A recent issue of The Accountant (London) 
comments editorially on the announcement of 
cooperation between the New York Stock Ex­
change and the American Institute of Account­
ants, and the commentator takes occasion to 
draw some comparison between American and 
British practices which will be of interest to 
readers in this country.
Reference is made to the formal communi­
cation from the Institute’s committee to the 
committee on stock list of the New York Stock 
Exchange, published under date of September 
22, 1932, which The Accountant calls "a docu­
ment which compels attention through the 
marked excellence of its literary power and 
which constitutes an exposition of accounting 
principles worthy of very close attention.” At­
tention is drawn to the difference between 
American and British conditions. The chief 
distinction, of course, consists of the direct re­
sponsibility to shareholders imposed on British 
accountants, who are elected by shareholders 
under the companies act. The Accountant 
admits "that the relationship between share­
holders and auditor may be obscured in particu­
lar cases from time to time” but says that 
nevertheless "it exists in theory without pos­
sibility of contradiction and it can be put into 
practice by auditors who are prepared to exer­
cise their powers in spite of difficulties.”
"In the United States,” it is said, "condi­
tions are different. The profession is, of 
course, every whit as competent there as on 
this side, but the idea of close nexus of re­
sponsibility between stockholders and auditors 
has not been developed and, while the public 
rightly entertains firm confidence in the skill 
and integrity of qualified firms of auditors, the 
American auditor does not stand apart from 
other officers of the company as does his Brit­
ish counterpart. Hence, there can be no doubt 
that the anxieties of the New York stock ex­
change are greater than any which can ever 
arise in Throgmorton street.”
The Accountant applauds the Institute’s 
memorandum for emphasizing unavoidable 
limitations of financial statements and the de­
sirability of rendering accounts more informa­
tive while preserving the liberty of each busi­
ness unit to conduct its own business without 
harmful publicity. The writer agrees also with
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the Institute’s emphasis upon the importance 
of the revenue account and admits that the al­
most exclusive stress on the balance-sheet in 
successive English companies acts is somewhat 
surprising.
There is applause for the comment of the 
Institute’s committee to the effect that "the aim 
should be to satisfy the investor’s need for 
knowledge rather than the accountant’s sense of 
form and respect for tradition.”
The Accountant says:
"This is a lesson which the most experienced ac­
countant need not be ashamed to take to heart. In 
the course of a year it falls to our lot to examine 
critically many hundreds of published sets of ac­
counts and we must confess that there is a large 
percentage which would be drastically revised in 
form were an expert accountant free to apply the 
canons of accounting science, uninfluenced by other 
considerations. The familiar headings 'assets’ and 
'liabilities’ are very often most misleading unless 
skilled grouping and association of items enable the 
reader to connect the picture with the economic facts 
which lie behind it. Business conservatism may be 
a desirable quality but accounting conservatism which 
consists in approving a form only for the reason that 
it has been previously used is nothing but a danger­
ous obsession.
"The blame in this matter is not to be laid only 
on accountants; we often have occasion to note that 
the report which the statute demands from directors 
is nearly always a seriously incomplete document. 
W e wish that cooperation could be practised more 
often between directors and accountants with a view 
to remedying this fault. American practice is in this 
respect, far ahead of British, for American executives 
often take the opportunity provided by their report 
to expound the balance-sheet and to explain for the 
benefit of stockholders what trends are at work and 
what are the probable causes which produce the re­
sult displayed. The English directors’ report is, on 
the other hand, usually so colorless a document that 
shareholders hardly trouble to read it except for the 
purpose of noting the amount of the proposed 
dividend.
"N o exception can be taken to the detailed pro­
posals of the American committee. W e note, how­
ever, that in regard to the valuation of stock in trade, 
there appears to be some doubt on the other side 
whether the usual rule as to observing cost price
John M. Gilchrist Company, Omaha, an­
nounces the admission to partnership of James 
H. Ross and C. L. Hillmer.
or cost of replacement as a maximum applies to each 
individual item or to the aggregate of the inventory. 
We think that over here this will be regarded as a 
new point and we should be surprised to hear that 
there are any English accountants who do not regard 
the application of the rule to each separate item of 
the inventory as the correct principle.
"The most surprising omission relates to the sub­
ject of hidden reserves. Almost certainly, if an Eng­
lish committee had been dealing with the same sub­
ject matter, this point would have attracted very ex­
tended treatment. Perhaps the reason is that our 
American cousins have had no Kylsant case. Since 
that case the question of the treatment of hidden re­
serves has been far the most important before Eng­
lish acountants. It is a question which has not yet 
been settled. Perhaps it never will receive a formal 
settlement. The best that can be said about it brings 
us again to the fortunate principle which we noticed 
at the commencement of this article as applying to 
British conditions. No general rule which binds all 
companies has been laid down but there is a general 
understanding to which, we think, all members of 
the profession on this side assent, that no profit-and- 
loss account is passed without comment if the re­
sults it displays are so wholly out of line with the 
trading experience of the company as to mislead the 
investor into thinking that the prospects are some­
thing other than they are. The Americans are right 
in saying that the democratic principle in the govern­
ment of companies has broken down through weight 
of numbers, and we agree that the best possible sub­
stitute is an understanding by virtue of which the 
stockholders can rely that the profit-and-loss account 
presented to him is a view’ ’through spectacles pro­
vided by a skilled financial optician, which is 'true 
and correct’ in the sense that neither excess of detail 
nor economy of disclosure have been allowed to ob­
scure the inferences which may properly be drawn 
from the figures presented.”
Examinations
As a result of the May, 1933, examinations 
of the American Institute of Accountants, at 
which approximately 419 candidates appeared 
before 27 cooperating state and territorial 
accountancy boards, 26% passed, 20% were 
conditioned in one subject and 54% failed, 
according to the grades of the Institute’s 
examiners.
Announcement has been received of the re­
moval of the offices of Jasper & Herington, 
Inc., to 100 East 42nd street, New York.
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Federal Securities Act
The federal securities act of 1933, which 
became law on May 27th, contains provisions 
of direct interest to public accountants. In its 
course through congress many radical changes 
were made in the original administration 
measure.
The general purpose of the bill is, of course, 
to provide that prospective issuers of securi­
ties shall be required to register with the fed­
eral trade commission, and file with the com­
mission a registration statement supported by 
complete information about the affairs of the 
company before the issuer may be permitted to 
advertise or sell the securities in states other 
than the state in which the company is situated. 
The act contains provisions for certification by 
independent public accountants of financial 
statements submitted for this purpose. The 
detailed information required in the registra­
tion statement (applicable to other than securi­
ties issued by foreign governments) is set forth 
in schedule A of the act. It includes certain 
general information, such as the issuer’s name, 
the state in which it is organized, its address, 
the names and addresses of the directors, chief 
officers or partners, the names and addresses 
of underwriters and large stockholders, a state­
ment of the general character of the business, 
a statement concerning the financial structure 
of the issuer, and details of the conditions 
under which the proposed issue is to be offered. 
Of particular interest to accountants are the 
following sections relating to financial state­
ments which must be filed with the registration 
statement:
"(25) a balance-sheet as of a date not more than 
ninety days prior to the date of the filing of the 
registration statement showing all of the assets of 
the issuer, the nature and cost thereof, whenever 
determinable, in such detail and in such form as the 
commission shall prescribe (with intangible items 
segregated), including any loan in excess of $20,000 
to any officer, director, stockholder or person direct­
ly or indirectly controlling or controlled by the 
issuer, or person under direct or indirect common 
control with the issuer. All the liabilities of the 
issuer in such detail and such form as the commis­
sion shall prescribe, including surplus of the issuer 
showing how and from what sources such surplus 
was created, all as of a date not more than ninety 
days prior to the filing of the registration statement. 
If such statement be not certified by an independent
public or certified accountant, in addition to the 
balance-sheet required to be submitted under this 
schedule, a similar detailed balance-sheet of the as­
sets and liabilities of the issuer, certified by an in­
dependent public or certified accountant, of a date not 
more than one year prior to the filing of the regis­
tration statement, shall be submitted;
"(26) a profit-and-loss statement of the issuer 
showing earnings and income, the nature and source 
thereof, and the expenses and fixed charges in such 
detail and such form as the commission shall pre­
scribe for the latest fiscal year for which such state­
ment is available and for the two preceding fiscal 
years, year by year, or, if such issuer has been in 
actual business for less than three years, then for 
such time as the issuer has been in actual business, 
year by year. If the date of the filing of the regis­
tration statement is more than six months after the 
close of the last fiscal year, a statement from such 
closing date to the latest practicable date. Such 
statement shall show what the practice of the issuer 
has been during the three years or lesser period as to 
the character of the charges, dividends or other dis­
tributions made against its various surplus accounts, 
and as to depreciation, depletion, and maintenance 
charges, in such detail and form as the commission 
shall prescribe, and if stock dividends or avails from 
the sale of rights have been credited to income, they 
shall be shown separately with a statement of the 
basis upon which the credit is computed. Such state­
ment shall also differentiate between any recurring 
and nonrecurring income and between any investment 
and operating income. Such statement shall be certi­
fied by an independent public or certified accountant;
"(27) if the proceeds, or any part of the proceeds, 
of the security to be issued is to be applied directly 
or indirectly to the purchase of any business, a profit- 
and-loss statement of such business certified by an 
independent public or certified accountant, meeting 
the requirements of paragraph (26) of this schedule, 
for the three preceding fiscal years, together with a 
balance-sheet, similarly certified, of such business, 
meeting the requirements of paragraph (25) of this 
schedule of a date not more than ninety days prior 
to the filing of the registration statement or at the 
date such business was acquired by the issuer if the 
business was acquired by the issuer more than ninety 
days prior to the filing of the registration statement.” 
The bill imposes specific liability upon those 
who take the responsibility for the accuracy of 
the statements submitted with application for 
registration. The provision for liability ap­
pears in section 11 of the act, which reads in 
part as follows:
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"Sec. 11. (a) In case any part of the registration 
statement, when such part became effective, con­
tained an untrue statement of a material fact or 
omitted to state a material fact required to be stated 
therein or necessary to make the statements therein 
not misleading, any person acquiring such security 
(unless it is proved that at the time of such ac­
quisition he knew of such untruth or omission) may, 
either at law or in equity, in any court of competent 
jurisdiction, sue
"(1 )  every person who signed the registration 
statement;
" (2 )  every person who was a director of (or per­
son performing similar functions) or partner in, the 
issuer at the time of the filing of the part of the 
registration statement with respect to which his 
liability is asserted;
" (3 ) every person who, with his consent, is named 
in the registration statement as being or about to 
become a director, person performing similar func­
tions, or partner;
“ (4) every accountant, engineer, or appraiser, or 
any person whose profession gives authority to a 
statement made by him, who has with his consent 
been named as having prepared or certified any part 
of the registration statement, or as having prepared 
or certified any report or valuation which is used 
in connection with the registration statement, with 
respect to the statement in such registration state­
ment, report, or valuation, which purports to have 
been prepared or certified by him;
*'(5) every underwriter with respect to such 
security.”
This provision is modified by sub-section (b) 
of the same section, which provides in part 
that "no person other than the issuer shall be 
liable under sub-section (a) who shall sustain 
the burden of proof that as regards any part of 
the registration statement purporting to be 
made upon his authority as an expert or pur­
porting to be a copy of or extract from a report 
or valuation of himself as an expert, he had, 
after reasonable investigation, reasonable 
ground to believe and did believe, at the time 
such part of the registration statement became 
effective, that the statements therein were true 
and that there was no omission to state a ma­
terial fact required to be stated therein or 
necessary to make the statements therein not 
misleading, or such part of the registration 
statement did not fairly represent his statement 
as an expert or was not a fair copy of or ex­
tract from his report or valuation as an ex­
pert.”
An additional sub-section provides that in 
determining what constitutes reasonable inves­
tigation and reasonable ground for belief, the 
standard of reasonableness shall be that requir­
ed of a person occupying a fiduciary relation­
ship.
The measure of liability is indicated in sub­
section (e) of section 11, as follows:
"(e ) The suit authorized under subsection (a) 
may be either (1) to recover the consideration paid 
for such security with interest thereon, less the 
amount of any income received thereon, upon the 
tender of such security, or (2 ) for damages if the 
person suing no longer owns the security.”
No action shall be maintained to enforce any 
liability under the foregoing provisions unless 
brought within two years after the discovery 
of the untrue statement or the omission, or if 
such discovery should have been made by the 
exercise of reasonable diligence. In no event 
shall any action be brought to enforce a liability 
more than ten years after the security was 
offered to the public.
The federal trade commission is given 
broad discretion to promulgate regulations and 
to define accounting and trade terms used in 
the act. Among other things it is stipulated in 
section 19 that the commission may prescribe 
the forms in which required information shall 
be set forth, the items or details to be shown 
in the balance-sheet and earning statement, and 
the methods to be followed in the preparation 
of accounts, in the appraisal or valuation of 
assets and liabilities, in the determination of 
depreciation and depletion, in the differentia­
tion of recurring and non-recurring income, in 
the differentiation of investment and operat­
ing income, and in the preparation, where the 
commission deems it necessary or desirable, of 
consolidated balance-sheets or income accounts 
of any person directly or indirectly controlling 
or controlled by the issuer.
Co r p o r a t io n  o f  Fo r e ig n  Sec u r it y  H o lders
A separate title, added to the bill in com­
mittee and included in the law as enacted, pro­
vides for the formation of a corporation of 
foreign security holders controlled by six 
directors appointed by the federal trade com­
mission, the purpose of which is to act on be­
half of holders of foreign securities issued, 
sold or owned in the United States.
One section of this title requires that the 
accounts of the corporation shall be audited by 
one or more auditors who shall report on their
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examination to the board of directors. It is 
further provided that the corporation shall 
make public in an annual report its operations 
during each year, including a copy of the ac­
counts and balance-sheet and auditor’s report, 
which shall be filed with the federal trade 
commission and with both houses of congress.
In s t it u t e 's Sp e c ia l  Co m m it t e e  o n  
P u b l ic  R e l a t io n s
About the middle of March when it was 
first publicly announced that a proposed fed­
eral securities bill was expected, the Institute 
prepared to keep close watch over the progress 
of any such bill and to establish machinery 
whereby it might communicate with the legis­
lative authorities and make any suggestions 
which might appear advisable on behalf of the 
accountancy profession. At the meeting of 
council of the Institute on April 10th author­
ity was given for the creation of a special com­
mittee to deal with the matter, composed of 
chairmen and members of other committees of 
the Institute whose work might be affected by 
legislation of this character. The president 
immediately appointed the following commit­
tee, which includes representatives of the com­
mittees on federal legislation, cooperation with 
stock exchanges, cooperation with bankers, 
cooperation with investment bankers and ap­
pointment of auditors:
T. Edward Ross, Pennsylvania, chairman 
Lewis Ashman, Illinois 
George P. Auld, New York 
William B. Campbell, New York 
George Cochrane, New York 
Norman L. McLaren, California 
Philip N. Miller, New York 
Herbert M. Temple, Minnesota
C. O. Wellington, New York
J. Harry Covington, counsel for the Insti­
tute, undertook to cooperate with this special 
committee by keeping it advised of progress of 
the securities bill, as well as the introduction 
of any other measures affecting the interest of 
accountants.
During the succeeding weeks, while the bill 
was under discussion in both houses of con­
gress, the members of the Institute’s commit­
tee undertook close study of the various drafts 
which were proposed, and by means of ex­
tensive correspondence and several meetings, 
at which various members of the committee
were present, agreed from time to time upon 
recommendations and suggestions which might 
be transmitted to the congressional authori­
ties.
The first draft of a securities bill introduced 
in both houses at the instance of the adminis­
tration contained only one reference to exami­
nations by independent accountants, which 
were provided for in case the federal trade 
commission desired to initiate an investigation 
of the affairs of any company about whose 
eligibility for registration there appeared to 
be any doubt upon the basis of the statement 
submitted with the application.
On the day following the publication of this 
draft the Institute dispatched a letter to the 
congressional committees to which the bill had 
been referred, pointing out that it m ight be 
desirable to extend the provision for independ­
ent audit to all financial statements filed for 
purposes of registration. Attention was 
drawn to the fact that reputable issuers of se­
curities are largely subjected to independent 
audits voluntarily or through stock exchange 
requirements, and that the omission of such a 
provision from the securities bill might be an 
advantage to less reputable issuers, over whom 
the government evidently desired particularly 
to exercise supervision.
The amended draft of the bill reported by 
the senate committee failed to include any 
audit provision, even the one reference to in­
dependent audit in the original draft having 
been eliminated. The house bill, which ap­
peared later, contained essentially the same pro­
visions for audit which were included in the 
final bill as enacted and are described in pre­
ceding sections of this article. In the opinion 
of the Institute’s committee the house bill was 
superior to that of the senate in many respects. 
It clearly defined the securities and transactions 
exempted in the provisions of the bill, it stipu­
lated that it should apply only to securities 
issued after its passage, it defined the liability 
of those signing registration statements and 
other documents, and it broadly outlined the 
accounting information to be submitted with 
registration statements.
The house bill did contain an inconsistency 
in nomenclature of accountants, in a reference 
to "chartered accountants.” The Institute 
telegraphed the chairman of the house com­
mittee, pointing out that this term had no legal 
status in the United States, and suggesting that
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it be changed to conform to other references to 
public accountants appearing in the bill.
While the bill was in conference representa­
tives of the Institute’s committee had an op­
portunity to confer informally with persons in 
authority. The Institute’s representatives ad­
dressed themselves particularly to the question 
of liability of professional men signing docu­
ments for purposes of registration, and at their 
suggestion the following sentences were intro­
duced in section 7, which deals with informa­
tion required in the registration statement:
"If any accountant, engineer, or appraiser, or any 
person whose profession gives authority to a state­
ment made by him, is named as having prepared 
or certified any part of the registration statement, or 
is named as having prepared or certified a report or 
valuation for use in connection with the registra­
tion statement, the written consent of such person 
shall be filed with the registration statement. If 
any such person is named as having prepared or 
certified a report or valuation (other than a public 
official document or statement) which is used in con­
nection with the registration statement, but is not 
named as having prepared or certified such report or 
valuation for use in connection with the registration 
statement, the written consent of such person shall 
be filed with the registration statement unless the 
commission dispenses with such filing as impracticable 
or as involving undue hardship on the person filing 
the registration statement.”
C o o p e r a t io n  w it h  t h e  F ed er a l  
T r ade Co m m iss io n
Following enactment of the securities bill 
the Institute received an invitation to confer, 
through a committee, with the federal trade 
commission on certain questions related to the 
rules and regulations which under the law the 
commission was required to formulate.
A sub-committee of the special committee on 
public relations was appointed to cooperate 
with the federal trade commission. The sub­
committee consists of the following: T. Ed­
ward Ross, chairman, G. P. Auld, William B. 
Campbell and Herbert M. Temple.
On June 1st the sub-committee responded to 
a specific invitation from the commission to at­
tend a conference at Washington at which the 
general problems confronting the commission 
were outlined. Later in the day the Institute’s 
committee conferred with a sub-committee of 
the staff of the commission which had been 
charged with the duty of drafting regulations.
Arrangements were made whereby the Insti­
tute’s committee would act in a consulting 
capacity on technical questions. Facilities of 
the Institute’s library, its special committee on 
terminology and its employment exchange were 
also offered to the commission.
Natural Business Year
A. S. Fedde, chairman of the Institute’s 
special committee on natural business year, has 
prepared an article which appears in The 
Journal of Accountancy for June, under the 
title of "Advantages of a natural fiscal year.”
The primary purpose of this paper was to 
provide information for members of the Insti­
tute who might have opportunity to speak on 
the subject at meetings of bankers, lawyers and 
business men. It is hoped that such members 
will make whatever use they can of the article 
in the June Journal. It is the committee’s be­
lief that the most effective way of disseminat­
ing propaganda on the natural business year is 
by means of public addresses. Articles in 
trade and business journals have not had evi­
dent effect. The committee feels that the time 
has come when accountants must make strenu­
ous concerted efforts to induce corporations to 
close their accounts at the time of year when 
it would be most convenient for all concerned.
Californians Honor National 
Presidents
Four accounting societies united to give a 
dinner in honor of John F. Forbes, president 
of the American Institute of Accountants, and 
R. W. E. Cole, president of the American 
Society of Certified Public Accountants, on 
May 19th at the Student Union building, Uni­
versity of Southern California, Los Angeles. 
The sponsoring organizations were the Los 
Angeles chapter of the California State 
Society of Certified Public Accountants, the 
Los Angeles chapter of the National Associa­
tion of Cost Accountants, the Petroleum 
Accountants Society and Iota chapter of Beta 
Alpha Psi.
The committee in charge consisted of Rey­
nold E. Blight, chairman, who acted as toast­
master at the dinner, Frederick W. Wood- 
bridge, past president of the grand council of 
Beta Alpha Psi, and the presidents of the 
three sponsoring societies, Harry B. Mills, H. 
L. Miller and R. E. Ecke.
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Under authority granted by the council at 
its meeting April 10th, the Institute has re­
organized its machinery for the release of in­
formation concerning accounting and account­
ants which is of interest to the general public. 
The department is now under the direction of 
a man who has acted in an editorial capacity 
on the staffs of several leading New York 
dailies.
Members are invited to report items of news 
of accountancy which might be of general in­
terest and to submit suggestions for special 
articles or comment by the Institute which 
might be released to the members.
Regional Accounting Conference 
at Philadelphia
Something of an innovation occurred at 
Philadelphia May 16th and 17th when a two- 
day regional meeting on accounting was held 
at the Manufacturers and Bankers club under 
the auspices of the Philadelphia chapter of the 
Pennsylvania Institute of Certified Public Ac­
countants.
The meeting was open to all persons inter­
ested in accounting, and among those who 
attended the various sessions were members of 
the Philadelphia chamber of commerce, the 
Pennsylvania bar association, the Robert 
Morris Associates and advanced students at 
Temple University, the University of Pennsyl­
vania and Drexel Institute.
The program opened with a luncheon on 
May 16th at which Clarence L. Turner, chair­
man of the Philadelphia chapter, introduced as 
guests Louis E. Van Norman, special repre­
sentative of the United States Daily of the De­
partment of Commerce, Washington, D. C., 
John L. Carey, secretary of the American In­
stitute of Accountants and William J. Forster, 
secretary of the New York State Society of 
Certified Public Accountants.
Mr. Van Norman delivered an address in 
which he discussed recent indications that 
business activity might be directed and guided 
by the federal government. He predicted a 
system of state capitalism, a partnership be­
tween government and industry, under which 
business will regulate itself, with the govern­
ment standing by to see that the regulation is 
effective.
Professional Publicity After luncheon three round-table confer­
ences were held, one on accountancy legisla­
tion, led by John K. Mathieson, one on federal 
taxes, led by Clarence L. Turner, and one on 
budgets led by John Balch. The total number 
of those in attendance was about 200.
At the evening session Walter A. Staub, a 
member of the Pennsylvania Institute and re­
cently elected president of the New York State 
Society of Certified Public Accountants, de­
livered an address entitled "Accounting re­
quirements of the New York stock exchange” 
in which he reviewed the progress of coopera­
tion between accountants and the stock ex­
change and outlined in some detail the re­
quirements of the exchange of direct interest 
to accountants. Following his address there 
was discussion led by Will-A. Clader, Edward 
P. Moxey and Charles S. Rockey.
On the following morning there were three 
round-table conferences on the subjects of 
bank credits, Pennsylvania taxes and the edu­
cation and training of accountants, led re­
spectively by Hubert F. Ravenscroft, president 
of the Pennsylvania institute, William R. Main 
and Robert J. Bennett, secretary of the insti­
tute and of the state board.
The afternoon session was devoted to an 
address on "Accounting for management,” by 
George H. Houston, president of the Baldwin 
Locomotive Works. The leaders of the dis­
cussion which followed were Horace P. Grif-- 
fith, C. E. Knoeppel and Palen P. Rossman.
Bank Audits
Arguments in favor of independent audit 
of banks are presented by W. Q. Sharp, mem­
ber of council of the American Institute of 
Accountants, in the May issue of The Missis­
sippi Banker. Quoting from an editorial in 
The Journal of Accountancy, Mr. Sharp em­
phasizes the point that official examinations 
conducted by the federal reserve board and the 
various state banking commissions are not 
wholly satisfactory from every point of view. 
He states that both the official examination and 
the independent audit have an essential rela­
tion to good banking. Official examinations, 
he continues, are necessarily conducted with 
speed and are confined to the status of the 
bank as at the date of the examination. Offi­
cial examinations must conform strictly with 
prescribed regulations, whereas the independ­
ent audit is conducted under a broad but
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flexible procedure better adapted to the neces­
sities of each particular engagement and sup­
ported by trained professional judgment. The 
governmental examiners are interested only in 
the bank’s conformity with the laws and regu­
lations, whereas the independent auditor makes 
a study of the policies of the bank, as they 
effect its earning power and financial position, 
in the interest of the stockholders and deposi­
tors. The independent accountant can review 
the underlying transactions and verify actual 
assets and liabilities. The official examina­
tion again, is imposed upon the bank by law, 
whereas the independent audit, conducted by 
invitation of the bank itself and designed to 
accomplish a constructive result and to sup­
port public confidence in the institution, is 
likely to be more of a cooperative venture.
Increase in Certified Statements
An analysis of corporate reports for calendar 
year 1932, or fiscal years recently ended, indi­
cates that there has been an increase in the 
number of corporate financial statements certi­
fied by independent auditors. Of 500 cor­
porate reports for the past year selected at 
random from the files of the library of the 
Institute 406 were found to contain financial 
statements certified by public accountants. A 
check of the reports submitted by the same 
companies in the year prior showed an increase 
of three percent. in the number of those 
whose accounts were audited independently. 
By no means do all the reports studied repre­
sent corporations listed on stock exchanges 
Reports are received from corporations of all 
sizes engaged in various types of activity.
Pennsylvania Requires Election of 
Auditors By Shareholders
Pennsylvania, the second state to enact a C. 
P. A. law, has been the first state to include in 
its corporation laws a provision for the election 
of audits by shareholders. Until May 5, 1933, 
when Governor Pinchot signed senate bill No. 
262, which contains this provision, Massa­
chusetts was the only state with a statute even 
resembling the British-companies-act provision 
regarding election of auditors. The Massa­
chusetts law provides for election of auditors 
by a committee of stockholders who are not 
directors.
Section 318 of the Pennsylvania act, which 
has become chapter 106 of the laws of 1933 ,
provides for annual financial reports to share­
holders which, unless the by-laws expressly 
provide otherwise, shall be prepared by an 
auditor elected by the shareholders.
The financial reports shall include a balance- 
sheet and statement of income and profit-and- 
loss, and the latter shall be prepared in the 
form used by accountants for the particular 
kind of business carried on by the corporation.
Accountancy and the Press
Eastman Kodak stockholders, at their annual 
meeting, elected accountants to audit the com­
pany’s records, according to an editorial in 
Forbes Magazine for May. "This practice, 
says the editor, "common in Britain, promises 
to be widely adopted here. Various manage­
ments are learning that the real owners, the 
shareholders, are now taking a keen, not to 
say critical interest, in the conduct of affairs. 
They want full information. The New York 
stock exchange governors, taking cognizance 
of this, are calling for more comprehensive 
financial statements and are; urging their certi­
fication by independent accountants.”
Following is the text of an item in the New  
York Journal of Commerce for May 15th, 
commenting on the extent to which the term 
"certified public accountant” is used by audit­
ing firms whose certificates appear in published 
statements:
"A comparison of the designations used by the 
firms of auditors in signing the certificates of audit 
reveals that despite the steady pressure for the em­
ployment of firms of certified public accountants this 
term is not widely used on the certificates. Of 103 
reports to which were attached certificates of audit 
only twenty of the auditors signed themselves as 
'certified public accountants’. Eighteen firms signed 
themselves as ‘auditors’ and thirty-four merely put 
their names on the certificates. One of the reasons 
for this is understood to be the fact that a firm may 
not designate itself ’certified public accountants’ un­
less all members are in that category.”
The North Pacific Banker for April, 1933, 
contains an article under the caption "An 
opening of opportunity—will accountancy as 
a whole grasp it?” The writer emphasizes 
the responsibility of the accountant to the 
banker and investor and refers to the recently 
adopted audit requirements of the New York 
stock exchange.
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The article continues: "Nor is this demand 
for the work of the independent audit coming 
only from one direction, but large corpora­
tions requiring banking facilities throughout 
the country are themselves asking the outside 
banks with whom they do business, chiefly as 
depositories, to furnish copies of their own 
condition in the reports of independent 
auditors.
"Here is a clear opportunity for account­
ancy. W ill it be grasped, so that the profes­
sion as a whole will be advanced? Or will 
the higher emoluments coming from a visioned 
viewpoint of superior service be obtained only 
by appreciative and progressive individuals and 
firms?
"And furthermore, stockholders generally, 
for their own protection, are demanding the 
independent audit.”
The Financial W orld, New York, of May 
24th, contains an article "Wanted— more data 
for stockholders” in which the value of inde­
pendent audits by public accountants is 
stressed. Commenting on the improvement in 
corporation reports for 1932, from the point 
of view of information furnished stockholders, 
the author says, "The direction in which most 
progress has already been made is in the 
auditing of accounts by certified public account­
ants, but some of our largest corporations still 
ask stockholders to take the company’s word 
for the accuracy of their statements. Even in 
the case of some of the reports that have been 
audited, it is obvious from the accompanying
C. P. A.’s certificate that the company’s ac-
Charles Hecht & Co. have moved their 
offices to 20 Exchange place, New York.
J. E. Hutchinson and J. E. Hutchinson, Jr. 
announce the opening of offices at 614 Linz 
building, Dallas, and 1014 Staley building, 
Wichita Falls, under the firm name of Hutch­
inson & Hutchinson.
Peat, Marwick, Mitchell & Co. are now 
located at 1500 Walnut street in Philadelphia, 
having moved from 1500 Chestnut street on 
April 29th.
Howell M. Stillman and Theodore A. Crane 
announce the formation of a partnership under 
the firm name of Stillman & Crane, with 
offices at 115 Broadway, New York.
counting policy is at variance with the pro­
cedure that the auditor thinks should be fol­
lowed.”
After presenting illustrations of actual cases 
in which independent audits have resulted in 
the presentation of adequate data, he con­
tinues: "It is to uncover just such things as 
the above that auditors are usually employed—  
not always, however, and that is one of the 
faults of the American system of having the 
auditors selected by the management instead 
of the stockholders, and made responsible to 
the latter.”
The writer indicates that if the stockholders 
themselves had a voice in the selection of the 
auditors and the method to be followed finan­
cial statements would generally be greatly im-
The New York Herald-Tribune of May 7th 
published the results of a survey, by Roger 
Barton of Daniel Starch & Staff, of the extent 
of independent audits by public accountants. 
The article states that the investigator made 
inquiries among 89 representative companies 
and learned that 87% of them regularly had 
their accounts audited by independent account­
ants. It was learned that 69 of the companies 
had had independent audits for an average of 
18 years. Of the 11 companies which were not 
audited 6 were railroads, 2 were banks, 2 were 
oil companies and one was a tobacco company. 
In the article the chairman of the New York 
public service commission is quoted as favor­
ing the election of auditors by stockholders in 
accordance with the English plan.
Since the death of Overton S. Meldrum on 
March 4, 1933, the business of Meldrum & 
Meldrum is being continued under the firm 
name by George F. Meldrum, Louisville, 
Kentucky.
Alexander S. Banks, New York, has been 
appointed a member of the business advisory 
council of the American Arbitration Associa­
tion.
E. H. Fletcher, Detroit, has been elected 
mayor of Pleasant Ridge, a suberb of Detroit, 
for a term of two years.
An item on income taxes and keeping of 
proper records by W. P. Peter appeared in the 
Dallas Morning N ew s  for May 26th.
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STATE LEGISLATION
Alaska
The C. P. A. law of Alaska has been re­
pealed by an act introduced April 18th and 
approved by the governor April 29th. The 
act offers no substitute for the law which it 
repeals.
Colorado
According to the latest report, Colorado 
senate bill No. 756, providing for reinstate­
ment of previously revoked C. P. A. certifi­
cates, passed both houses of the legislature and 
was in the hands of the governor when this 
Bulletin went to press.
An act relating to the administration of the 
state government was approved by the gover­
nor April 11th under which the various admin­
istrative departments are to be re-organized. 
Among other things there is created a division 
of registrations composed of the various profes­
sional examining boards, including the state 
board of accountancy, which shall continue as 
now existing, but shall have quarters in the 
state building for which rental will be charged.
Connecticut
Following is the text of a Connecticut bill 
approved by the governor May 6th, which has 
become chapter 168 of the laws of 1933. The 
act concerns audits of savings banks and per­
mits appointment of certified public account­
ants to conduct a directors’ examination.
A n  A c t  c o n c e r n i n g  a u d i t o r s  o f  s a v i n g s
BANKS.
Be it enacted by the senate and house of 
representatives in general assembly convened:
"Section 1. Section 3972 of the general statutes 
is amended to read as follows: The officers, directors 
 or trustees of each savings bank shall, annually, ap­
point not less than two competent, experienced and 
trustworthy persons as auditors, neither of whom 
shall be an officer, director, trustee or employee of 
such bank, who shall thoroughly examine the books, 
accounts and securities belonging to such bank and 
make, under oath, a statement in duplicate, showing 
the true condition of such bank at the close of busi­
ness on the thirtieth day of September in each year, 
and that the books, accounts and securities belong­
ing to such bank have been correctly kept, one of 
which statements shall be kept on file in the office 
of such bank and one forwarded to the bank com­
missioner on or before the first day of the following
November, provided, in lieu of such examination by 
two auditors, any bank may, subject to the approval 
of the bank commissioner, have an audit or such 
examination made by certified public accountants 
selected by vote of the board of directors or trustees 
of such bank or by vote of any duly authorized com­
mittee of such board on any date during the quarter 
ending September thirtieth. At the time of such 
examination, such auditors shall require such bank 
to exhibit the last trial balance of the depositors’ 
ledger, and shall verify the same with the controlling 
account in the general ledger, and shall report forth­
with any variance in such accounts to the commis­
sioner. Such auditors shall make like examinations 
and statements upon request of the officers, directors 
or trustees of such bank, one of which statements 
shall be kept on file in such bank and one forwarded 
to the commissioner. The directors or trustees of 
such bank shall not be personally liable for any loss 
suffered by such bank through the wrongdoing or 
negligence of any officer or employee, which wrong­
doing or negligence should have been discovered by 
such auditors in the performance of their duties, pro­
vided such directors or trustees shall have exercised 
due care to procure thorough and substantial audits 
by such auditors.
"Section 2. This act shall take effect from its 
passage.”
Delaware
An act requiring audits by certified public 
accountants of the accounts of levy courts of 
each Delaware county passed both houses of 
the legislature and was reported in the gov­
ernor’s hands when this Bulletin went to press.
Florida
Florida bills seeking to amend the account­
ancy law by permitting issuance of C. P. A. 
certificates without examination have been 
killed in committee, and a similar fate has over­
taken the bill which would have issued certi­
ficates of authority to practise as public ac­
countants to a number of persons.
At the request of the Florida Institute of 
Accountants, the committee on state legislation 
of the American Institute of Accountants wired 
to Florida legislators, under date of May 5th, 
as follows:
"Florida accountants have advised us of intro­
duction of bill in Florida legislature which would 
permit issuance of certified public accountant certifi­
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cates without examination. American Institute of 
Accountants as national professional accountancy or­
ganization earnestly urges the danger of any such 
attempt to lower standards of C. P. A. certificate 
which is legal credential of qualified practitioners 
of accounting in all states and territories. Recently 
adopted requirements of New York and Chicago 
stock exchanges and curb exchanges requiring inde­
pendent audits as well as legislation and proposed 
federal securities bill, the latest draft of which re­
quires independent audits, make it imperative that 
high standards for the C. P. A. certificate be main­
tained everywhere as protection for the public. Issu­
ance of C. P. A. certificate without examination 
would be injurious to business public and to ac­
countancy profession. It would be most unfortunate 
if Florida should permit its professional accountancy 
standards to sink below those of other states.”
Under date of June 2nd word was received 
that the opposition of the Florida Institute to 
the proposed legislation had been successful.
Florida senate bill No. 669; introduced May 
17th would empower the board of account­
ancy to enforce its rules by an injunction to 
be enforced by punishment for contempt of 
court. Under this bill the board would be 
enabled more easily to prevent violations of 
the act of 1931 prohibiting practice by others 
than holders of C. P. A. certificates or certifi­
cates of authority.
Senate bill 668, introduced May 17th, would 
amend the accountancy law by providing that 
certified public accountants of other states 
practising in Florida must indicate the name 
of the state which issued the certificate, when 
using the title "C. P. A.” in conjunction with 
their names.
Several bills have also been introduced in 
Florida to provide for regular audits of the 
accounts of counties and governmental depart­
ments.
Illinois
Illinois house bill No. 649, opposed by the 
Illinois Society of Certified Public Account­
ants, has been killed in committee. The bill 
would have provided for issuance of C. P. A. 
certificates without examination to accountants 
registered under the 1927 act.
On May 24th a bill was introduced to re­
peal the C. P. A. law of Illinois, enacted in 
1903, without offering a substitute. The bill 
is energetically opposed by the Illinois Society.
Nebraska
A two-class restrictive accountancy bill pro­
posed in Nebraska was killed in the senate. 
The legislature adjourned May 8th.
Oklahoma
Oklahoma senate bill No. 44, under which
C. P. A. certificates would have been granted 
without examination to accountants licensed 
under a prior law, died in the senate. The 
legislature adjourned April 22nd.
Oregon
Following is the text of Oregon house bill 
No. 497, approved by the governor March 
15th, which has become chapter 445 of the 
laws of 1933, relating to audits of the accounts 
of justices of the peace:
A n A c t  t o  p r o v i d e  f o r  a u d i t s  o f  t h e  r e c o r d s  
a n d  a c c o u n t s  o f  a l l  j u s t i c e s  o f  t h e  p e a c e .
"Section 1. It shall be the duty of every county 
court of the state of Oregon to have an official audit 
made by competent accountant at the end of each 
calendar year, or oftener if demanded by the county 
court, of the records and accounts of each and every 
justice of the peace in their respective counties, in 
the manner provided by sec. 27-501, Oregon Code 
1930; and it shall be the duty of each justice of the 
peace to present, at the time and place designated 
by the county court, his books, records and accounts 
for the purpose of having the same audited.”
House bill No. 563, approved March 14th, 
requires a number of professional boards, in­
cluding the state board of accountancy, to turn 
over to the general fund of the state of Oregon 
ten per cent. of the fees which they receive.
Pennsylvania
The Pennsylvania legislature adjourned May 
6th.
A number of bills of interest to accountants 
were introduced during the legislative session. 
On May 31st the governor approved senate 
bill No. 1463, declaring it a misdemeanor for 
accountants to issue false financial statements. 
The law has become chapter 273 of the laws 
of 1933. The text is as follows:
A n  A c t  d e c l a r i n g  i t  t o  b e  a  m i s d e m e a n o r  f o r  
a c c o u n t a n t s  o r  a u d i t o r s  t o  i s s u e  o r  p e r m i t  t o  
b e  i s s u e d  f a l s e  f i n a n c i a l  s t a t e m e n t s .
"Section 1. Be it enacted by the Senate and House 
of Representatives of the Commonwealth of Penn­
sylvania in General Assembly met and it is hereby
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enacted by the authority of the same That any per­
son or persons practising as accountants, public ac­
countants, auditors or certified public accountants in 
this state who (because of negligence, gross in­
efficiency or wilfulness) shall wilfully issue or per­
mit the issuance of any false statement of the financial 
transactions, standing or condition of any corpora­
tion, partnership or individual business undertaking, 
shall be deemed guilty of a misdemeanor and upon 
conviction thereof be fined not more than two thous­
and dollars or imprisoned for a period of not less 
than ninety days nor more than one year or sub­
jected to both said fine and imprisonment in the 
discretion of the court.
"Section 2. This act shall become effective imme­
diately upon its approval by the governor."
The governor vetoed senate bill No. 1464, 
which would have amended the accountancy 
law of the state by adding a section providing 
penalties for the issuance of false financial 
statements.
House bill No. 716, providing for the 
issuance of C. P. A. certificates without ex­
amination to certain persons, died in the house.
On May 15th the governor approved senate 
bill No. 446, which amended the banking code 
of the state. The bill became chapter 112 of 
the laws of 1933. Section 507 provides for 
financial examination and report by the board 
of directors or board of trustees of every in­
corporated banking institution or by account­
ants employed for the purpose. It is provided 
that a complete examination of the books, 
papers and affairs of the incorporated institu­
tion and its loans and discounts shall be made. 
After the completion of such examination a 
complete written report, signed by the directors 
or trustees or by the accountants who conducted 
the examination, must be filed with the de­
partment. A certificate by an auditor or 
comptroller of an institution employing a con­
tinuous audit control or similar system ap­
proved by the department may be accepted in 
lieu of the examination.
A bill relating to business corporations, 
senate bill No. 262, passed both houses of the 
legislature and was approved by the governor
W. F. G. Ross, Chicago, has been appointed 
a member of a committee formed to investi­
gate the handling of poor relief in Deerfield 
Township, Illinois.
May 6th. It has become chapter 106 of the 
laws of 1933. Section 318, concerning finan­
cial reports to shareholders, provides that un­
less the by-laws expressly provide otherwise a 
financial report certified by an auditor elected 
by the shareholders of a corporation shall be 
sent to the shareholders within ninety days of 
the close of the fiscal or calendar year. The 
reports shall contain a summary of the assets 
and liabilities, the amount of dividends de­
clared or paid the past year, the surplus or 
deficit, showing how it was acquired or 
created, and the number of shares now out­
standing, together with any such particulars 
as are necessary to disclose the general nature 
of the liabilities and assets. The reports shall 
also set forth a balance-sheet and statement of 
income and profit and loss. The statement of 
income and profit and loss shall be prepared in 
the form usually used by accountants for the 
particular kind of business carried on by the 
corporation.
Wisconsin
A two-class restrictive bill, senate No. 706, 
introduced in the Wisconsin legislature at the 
instance of the Wisconsin State Society of 
Public Accountants, was reported favorably 
with amendment May 4th. The amendment 
was adopted May 9th and the bill was referred 
to the finance committee of the house May 
22nd, but was reported unfavorably June 2nd.
Assembly bill No. 834, which is opposed by 
the Wisconsin society, would have repealed the
C. P. A. law of the state and substituted an 
act which provided that public accountants 
might be granted licences, but no C. P. A. 
certificates would henceforth have been issued. 
Only regularly licensed practitioners would be 
entitled to use the designation "licensed public 
accountant” or the initials "L. P. A.” The bill 
was reported unfavorably with a substitute 
amendment May 4th. The substitute bill, per­
mitting issuance of C. P. A. certificates as well 
as licences to public accountants who may 
qualify under the act, was adopted and the bill 
was killed May 12th.
On June 14th Lloyd Morey, Urbana, de­
livered an address on "Fundamentals of muni­
cipal accounting” before the Municipal Fin­
ance Officers Association at Cincinnati.
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NEWS OF LOCAL SOCIETIES
California
Fr e s n o
At a meeting of May 11th the Fresno chap­
ter of the California State Society of Certified 
Public Accountants elected the following offi­
cers: C. E. Bradford, president; G. S. Gilbert­
son, vice-president; Victor E. Storli, second 
vice-president; Harry W. Hills, secretary- 
treasurer. George H. Lips was elected a 
director. Addresses were delivered by James 
Hammond, president of the California state 
society, and Kenneth Crawford, credit man­
ager of the Fresno branch of the Security First 
National Bank of Los Angeles.
Georgia
The annual meeting of the Georgia Society 
of Certified Public Accountants was held at 
the Ansley hotel, Atlanta, on May 26th and 
27th. The meeting was opened with an 
address of welcome by U. A. Morton, chair­
man of the Atlanta chapter. Sidney T. Lee, 
chairman of the Savannah chapter, and J. M. 
McFerrin, chairman of the Macon chapter, re­
sponded. Reports of officers and committees 
were received and resolutions were adopted en­
dorsing the plan of President Roosevelt to re­
store national confidence, and pledging sup­
port; opposing the proposed transfer of the 
functions of the board of tax appeals to the 
court of claims; and favoring rules and regu­
lations promulgated by the Georgia securities 
commission to protect investors.
Harold M. Heckman, professor at the 
school of business administration of the Uni­
versity of Georgia was the principal speaker. 
He discussed policies of the state board of 
examiners. Other speakers were Tom Wis­
dom, state auditor, and George B. Hamilton, 
state treasurer.
The following officers were elected: Marvin
F. Pixton, president; Joel Hunter, first vice- 
president; R. L. Holland, second vice-presi­
dent; E. M. Kendrix, secretary; Stephen B. 
Ives, treasurer. Henry Meyer, Sidney T. Lee, 
William J. Carter and E. W. Gottenstrater 
were elected trustees for two years. J. M. 
McFerrin, James L. Respess and George Baird 
were elected for one year.
A t l a n t a
The Atlanta chapter of the Georgia society 
held its annual meeting at the Atlanta 
Athletic club on May 19th. Joel Hunter was 
elected chairman; E. W. Gottenstrater, first 
vice-chairman; L. L. Davis, second vice-chair­
man ; Harry Dix, treasurer; Lyle Campbell, 
secretary.
The Atlanta chapter also held a joint meet­
ing with the Atlanta chapter of the National 
Association of Cost Accountants on May 16th, 
at which Stephen B. Ives spoke on "Branch- 
office accounting.”
Sa v a n n a h
The annual meeting of the Savannah chapter 
of the Georgia society was held on May 22nd. 
The following officers were elected for the en­
suing year: R. L. Holland, chairman; E. E. 
Behnken, first vice-chairman; A. B. Dillon, 
second vice-chairman; W. C. Askew, Jr., secre­
tary-treasurer.
Indiana
The Indiana Association of Certified Public 
Accountants held its annual meeting on May 
13th at the Indianapolis Athletic club. Reports 
of officers and committees were presented. At 
a dinner meeting Philip Zorchner, chairman 
of the state tax board, spoke on the new 
Indiana intangibles-tax acts.
The following officers were elected: W il­
liam M. Madden, president; Birney D. Sprad­
ling, vice-president; A. R. Chapman, treasurer; 
H. A. Roney, secretary. H. W. Painter was 
elected auditor. The board of directors con­
sists of: Arthur R. Chapman, W. M. Madden, 
H. A. Roney, Birney D. Spradling, E. E. 
Thomas, Troy G. Thurston and J. R. Whar­
ton.
Kentucky
On April 21st the Kentucky Society of Certi­
fied Public Accountants held a meeting at the 
Kentucky hotel, Louisville, at which 34 mem­
bers and guests were present.
Following transaction of routine business the 
meeting was turned over to W. A. Hifner, as 
chairman, for a memorial to Overton S. Mel­
drum, late president emeritus of the society. 
The following persons eulogized Mr. Meldrum 
and his work: L. T. Young, Rev. H. C. W il­
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son, W. A. Hifner, William Cotton, and J. E. 
Mason.
At a dinner meeting of the Kentucky 
society on May 26th, which was held at the 
Phoenix hotel, Lexington, Paul Morton, city 
manager, spoke on “Better accounting as an 
aid in better government.” He stated that a 
uniform accounting system for all cities, states 
and other political subdivisions would greatly 
aid in a study of comparative costs of govern­
ment, and would point the way to new econo­
mies.
About fifty persons attended the meeting. 
Among those present were W. T. Congleton, 
mayor, Sam H. McCormick and David Ades, 
commissioners, King Swope, circuit judge, 
Chester D. Adams, county judge, W. T. 
Fowler, judge, and George W. Vaughn, county 
attorney. The address of welcome was de­
livered by Judge Swope, and J. Bernard Brown 
responded.
Louisiana
The Society of Louisiana Certified Public 
Accountants held its quarterly meeting at the 
Roosevelt hotel, New Orleans, on May 11th.
The meeting authorized the appointment of 
a committee to draft resolutions setting forth 
the feeling of the society in opposition to the 
rumors to bar certified public accountants from 
practice before the board of tax appeals, and 
the possible abolition of the board of tax ap­
peals, placing its function in the court of 
claims.
Before the business meeting J. V. Conner, 
professor of economics at Loyola University, 
addressed those present, who numbered ap­
proximately 100, on inflation.
A committee of the Louisiana society com­
posed of G. V. W. Lyman, J. A. Peyroux, Jr., 
and Louis H. Pilie, in cooperation with the 
state banking department, has prepared and 
compiled a "Standard manual of accounts for 
use by Louisiana homestead and building and 
loan associations.” After approval by the ex­
ecutive board of the society it was transmitted 
to the state banking commissioner, under date 
of August 11, 1932, and was adopted by the 
state banking department as its system of 
regulatory accounting governing all homestead 
and building-and-loan associations operating 
under its jurisdiction. Printed copies of this 
bulletin may be obtained from the state bank­
ing department.
Massachusetts
The thirty-third annual meeting of the 
Massachusetts Society of Certified Public Ac­
countants, was held at the Salem Country club, 
Peabody, on May 22nd, Donald P. Perry, presi­
dent, presiding.
A proposed change in section 3 of article III 
of the by-laws relative to admission of appli­
cants was referred to the executive committee 
for consideration.
The following officers were elected: George 
S. Clarkson, president; Richard D. Seamans, 
vice-president; Arthur W. Yardley, secretary; 
John F. Clarke, treasurer. Members of the 
executive committee are J. Harold Stewart, 
Charles E. Masters and Harvard L. Mann. 
John J. McIsaac was elected auditor.
Michigan
The Michigan Association of Certified Pub­
lic Accountants held its monthly meeting at the 
Detroit-Leland hotel, Detroit, on May 18th. 
Over one hundred members of the association 
and guests from the local banks were present.
The meeting was devoted to a discussion of 
the relations between bankers and accountants. 
Walter S. McLucas, president of the National 
Bank of Detroit, was a guest of honor. Such 
problems as the amplification of balance-sheets, 
budgetary control, verification of inventories 
and other current accounting problems were 
discussed by various members of the account­
ing and banking groups. Eugene T. Garner, 
assistant cashier of the National Bank of De­
troit, read a paper on "Balance-sheet failings.”
E. J. Barr, chairman of the group-relations 
committee of the Michigan Association of 
Certified Public Accountants, spoke on "Co­
öperation between the banker and the account­
ant.”
Minnesota
The May meeting of the Minnesota Society 
of Certified Public Accountants was held on 
the 23rd at the Campus club, University of 
Minnesota.
Jay Dunne, vice-president of A. G. Becker 
& Co., Chicago, spoke on "Accountancy in re­
lation to security selling.” The following 
persons who had obtained C. P. A. certificates 
of Minnesota as a result of the May examina­
tions were introduced by the chairman of the
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Minnesota state board of accountancy: John 
MacGregor, Carl Honigman, L. R. Graving, 
of Duluth; Earl G. Lee, T. G. Byram, of St. 
Paul; Meyer Shubb, H. T. Thorson, L. T. 
Gartner, W. W. Harvey, Joe L. Lonegren, of 
Minneapolis.
Missouri
K a n s a s  C ity
The Kansas City chapter of the Missouri 
Society of Certified Public Accountants held its 
annual meeting on May 15th. The following 
officers were elected: Tom C. Hansen, presi­
dent; Parry Barnes, first vice-president; John 
W. Rader, second vice-president; Reginald W. 
Smith, treasurer; Felix E. Mueller, secretary.
St . Lo u is
At the annual meeting of the St. Louis 
chapter of the Missouri Society held on May 
25th the following officers were elected: W.
A. Helm, president; C. R. English, first vice- 
president; A. C. Derrick, second vice-president; 
J. O. Dickinson, treasurer; B. L. Sterbenz, sec­
retary.
N ew Jersey
The annual meeting of the Society of Certi­
fied Public Accountants of the State of New  
Jersey was held at the Downtown club, New­
ark, on May 22nd. Reports of officers and 
committees were presented. J. Henry Harri­
son, former state senator, was among those 
present and spoke of his experiences as a mem­
ber of the bar examiners, with reference to 
limitations on admissions, suspensions and dis­
barments, and commended the accountancy 
profession upon its high ethical standards. Mr. 
Harrison expressed the belief that the recent 
legislative enactments in Washington were the 
turning point in the economic crisis.
The following officers were elected: Philip
S. Suffern, president; Julius E. Flink, first vice- 
president; John A. Conlin, second vice-presi- 
dent; Theodore Krohn, secretary; W. Melville 
Coursen, treasurer. The following persons 
were elected to the board of trustees: George 
H. Kingsley, John J. White, W. Willard 
Schwab, Samuel J. Wortzel and William 
Surosky for two years; Peter C. Wiegand for 
one year to fill the vacancy caused by the elec­
tion of John A. Conlin to the vice-presidency. 
The auditors are Philip E. M. Thompson and 
Arnold B. Rosenthal.
Members of the New York State Society 
of Certified Public Accountants, the Bar Asso­
ciation, the Merchants Association and other 
organizations, attended a meeting on May 26th 
at the Auditorium of the John Wanamaker 
Store, New York, at which Mark Graves, 
president of the New York state tax commis­
sion, spoke on the technical phases and practi­
cal operations of the recently enacted sales tax 
law.
Ohio
A joint meeting of the Cleveland chapter of 
the Ohio Society of Certified Public Account­
ants and the Northern Ohio chapter of the 
American Institute of Accountants was held 
on May 15th at the Cleveland Chamber of 
Commerce. Paul J. Eakin, statistician for a 
firm of well-known brokers, addressed the 
meeting on inflation.
Pennsylvania
H a rr isbu r g
The Harrisburg chapter of the Pennsylvania 
Institute of Certified Public Accountants at its 
annual meeting on May 12th at the Harris- 
burger hotel elected the following officers: 
Charles E. Procasco, chairman; Harry Ness, 
vice-chairman; Paul L. Miltenberger, treasurer; 
Edward A. Schneider, secretary. L. Clifford 
Myers was elected auditor, and Alvin W. 
Sponagle a member of the executive commit­
tee. William R. Main, president of the Penn­
sylvania Institute, delivered an address at the 
meeting.
P h il a d e l p h ia
The annual meeting of the Philadelphia 
chapter took place on Wednesday evening, 
May 17th, at the Manufacturers & Bankers 
club. The following officers were elected: J. 
Cyril McGarrigle, chairman; A. Karl Fischer, 
vice-chairman; J. Carle Perry, Jr., treasurer; 
Frank S. Glendening, secretary. Clarence L. 
Turner, C. Whitford McDowell, Palen P. 
Rossman and Hubert F. Ravenscroft were 
elected members of the executive committee, 
in addition to Gustave J. Lexman, Benjamin 
Goldenberg and Harold A. Kluge, whose 
terms expire in 1934.
N ew  York
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P it t s b u r g h  
The Pittsburgh chapter of the Pennsylvania 
Institute held its twelfth annual meeting at 
the Keystone club on May 23rd. The follow­
ing officers were elected: Edwin S. Reno, 
chairman; James Clarke, vice-chairman; Ira G. 
Flocken, secretary; O. L. K. McKibben, treas­
urer. James J. Mulvihill was elected auditor, 
and H. R. Hersperger, G. C. Shannon and 
David A. Allen were named as members of the 
executive committee.
Rhode Island
The Rhode Island Society of Certified Public 
Accountants held its annual meeting on April 
18th at the Narragansett hotel, Providence. 
The following officers and directors were 
elected: Spencer H. Over, president; C. Wat­
son Scott, vice-president; William B. M. 
Miller, secretary-treasurer; George B. Clegg, 
Jr., and Townes M. Harris, directors, in addi­
tion to the officers named.
ANNOUNCEMENTS
John A. Corben announces the removal of 
his offices to 120 Broadway.
Russell S. Bogue, Tampa, has been ap­
pointed auditor of the Tampa Traffic Asso­
ciation of the Tampa Chamber of Commerce 
and the Parent-Teachers Association of Roose­
velt School.
"Deflating the balance-sheet to inflate earn­
ings” is the title of an article by William R. 
Donaldson, New York, which appeared in the 
May issues of Iron Age, Chemical Markets, 
American Silk and Rayon Journal and the Ice 
Cream Trade Journal.
On May 17th Dwight Farnham delivered an 
address entitled ‘ The effect of currency in­
flation,” at a meeting of the American Man­
agement Association of New York.
H. B. Fernald, New York was appointed a 
delegate to represent the Chamber of Com­
merce of the United States at the meeting of 
the International Chamber of Commerce at 
Vienna, May 28-June 3, 1933.
J. Weldon Jones, Columbus, read a paper 
on "Accounting and the 200 corporations” be­
fore the Pi Chapter of Beta Alpha Psi and 
guests on May 12th.
J. B. Collings Woods, New York, is the 
author of "Tax discrimination” which ap­
peared in the May issue of Marine Progress.
At the convention of the New Jersey 
Bankers Association on May 19th at Atlantic 
City, M. W. Maclachlan, New York, spoke 
on "Audit and control for the protection of 
depositors and stockholders.”
"Uniform hospital accounting” was the sub­
ject of a paper read by Alexander M. Mac- 
Nicol, New York, before the New Jersey 
Hospital Association on May 20th.
Theodore W. Mohle, Houston, spoke before 
the senior accounting students of Texas Agri­
cultural and Mechanical College on May 5th 
on practical illustration of an audit. Mr. 
Mohle is the author of an article entitled “The 
merchant and accounting” which appeared in 
the May issue of The Cotton Digest.
At a meeting of the Kiwanis club of War­
saw on May 23rd, John W. Sanborn spoke 
on the New York state retail-sales tax.
Clarence L. Turner, Philadelphia, has been 
appointed receiver in equity and trustee in 
bankruptcy of the Reading Company by the 
common-pleas court of Berks County and the 
U. S. district court of Eastern Pennsylvania, 
respectively.
The federal gift tax was the subject of a 
talk by Walter A. Levy over station WNYC  
on May 11th, as part of the College Air Series 
conducted by the College of the City of New  
York.
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AM ERICAN IN STITU TE OF ACCO U N TAN TS
Annual Meeting
The committee on meetings is looking for­
ward to a record attendance at the annual meet­
ing of the American Institute of Accountants 
to be held at New Orleans, October 16-19, 
1933.
Aware of the fact that this claim is advanced 
beforehand by nearly every committee on meet­
ings, the present committee points to the fact 
that this will be the first annual meeting in the 
south since the Institute was established; that 
large numbers of members in the southern 
states have already indicated their intention of 
attending, and that the attractions of New Or­
leans itself will undoubtedly draw many mem­
bers of the Institute from the more distant 
states who have never had the opportunity of 
visiting the "metropolis of the south” before. 
The program, as outlined in a letter broadcast 
by the committee and summarized in the June 
Bulletin, has elicited favorable comment, and 
the Society of Louisiana Certified Public Ac­
countants, through a large number of sub­
committees, is making elaborate preparations 
to receive and entertain those who attend the 
meeting.
The committee has fixed the registration fee 
at $10 for men and $7.50 for ladies. The 
Roosevelt hotel at New Orleans will be head­
quarters.
A good deal of interest has been shown in 
a proposed cruise on a United Fruit company 
vessel following the meeting. The Institute 
has been informed that accountants from New  
York and other eastern cities may take advan­
tage of a combined rail and water "circle tour” 
at a cost of a little more than $160, excluding 
pullman and meals on train. Under this plan 
the trip from New York to New Orleans might 
be made by railroad and the return trip by boat, 
with a two-day stopover at Havana. The boat 
trip would occupy eight days. The total cost 
($160— $170) would include railroad fare on 
the going journey and all expenses on the re­
turn trip, including cabin and meals on boat, 
and hotel room and meals at Havana.
Those who should wish to take this trip are 
requested to notify the secretary’s office if they 
have not already done so.
Su b -c o m m it t e e  o n  A t t e n d a n c e
In an endeavor to disseminate information 
about the meeting and to bring to the attention 
of members the advantages of attendance, the 
president has appointed a special sub-commit­
tee on attendance at the annual meeting, whose 
members will undertake to canvass practising 
accountants in their respective vicinities. The 
members of the committee are as follows:
Joseph B. Baerncopf, Indianapolis 
Joseph A. Boulay, Minneapolis 
Marvin O. Carter, Memphis, Tenn.
George B. Clegg, Jr., Providence 
Charles F. Coates, Hartford, Conn.
Alfred H. Coe, Wilmington, Del.
Charles S. Cowan, Seattle 
William Dolge, San Francisco 
Allan C. George, New York 
Berl G. Graham, Cincinnati 
Horace P. Griffith, Philadelphia 
Albert H. Hammarstrom, Clinton, la.
J. W . Hanks, Portland, Oregon 
Thomas W. Hinton, Louisville, Ky.
William E. Humphreys, Denver 
Joel Hunter, Jr., Atlanta, Ga.
Harold C. Jordan, Portland, Maine 
Lincoln G. Kelly, Salt Lake City 
John B. McCabe, Wilmington, N . C.
Forrest Mathis, Dallas 
H. C. Moeller, Omaha 
Harry W. Moore, Los Angeles 
Lee J. Muren, St. Louis 
Joseph A. Padon, Tulsa 
J. A. D. Parrish, Norfolk, Va.
W . H. Plunkett, Phoenix
G. Harvey Porter, Baltimore 
A. H. Puder, Newark, N. J.
Joel A. Rogers, Jackson, Miss.
Alfred J. Rowland, Miles City, Montana
H. D. Sampson, Milwaukee 
Hollis H. Sawyer, Boston 
Thomas J. Shannon, St. Paul
F. Hopkinson Smith, Birmingham, Alabama 
Stanley Spurrier, Wichita, Kans.
J. Angus Steven, Chicago
John H. Verkouteren, Washington, D. C.
Robert E. Warren, Cleveland
Francis M. Williams, Jacksonville, Fla.
Richard S. Wyler, Kansas City, Mo.
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A member of the Institute in the southwest, 
expressing his opinion of the desirability of a 
large attendance at the annual meeting of the 
Institute, and particularly the desirability of at­
tendance by well known members of the pro­
fession, writes in part as follows:
''Public acountants have shown much concern in 
the matter of cooperation with bankers, credit men 
and stock exchanges, but they seldom attempt to de­
termine the value of such cooperation among them­
selves. The betterment of the profession in the mat­
ter of ethics, moral and material, together with an 
active and wholehearted interest in the welfare of 
the profession is most desirable at this time.
"Take meetings of the local organization, the state 
societies or the national societies, and we find but a 
minor portion of the membership in attendance. The 
outstanding members of the profession do not seem 
to appreciate the importance of being on hand in 
person, either for their individual interests or to im­
press the business world with the fact that such 
meetings are for the betterment of the profession.
“It is not unusual to hear prominent bankers and 
business men comment upon the absence and lack of 
interest displayed by those who are deemed to be the 
leading spirits of the accountancy profession. While 
our friends may know Tom, Dick and Harry they 
more fully appreciate the attendance of Mr. Brown, 
Mr. Smith, Mr. Jones and others of state-wide or 
national reputation. The sterner sex do not differ 
materially from those of the gentler sex who scan 
the society pages to learn about the doings of the 
ladies they deem of some importance. The human 
race in general has always been deeply impressed by 
those who attain some degree of prominence.
''Public accountants, generally speaking, have far 
less cooperation than most organizations. If ac­
countants are to make headway, it is highly im­
portant that they show more interest in the welfare 
of the profession. The meeting in New Orleans 
should be well attended, but unless something is 
done to convince the leaders of the profession that 
it is to their personal interest to attend, we shall 
not be able to impress the southern states with the 
importance of the American Institute or the pro­
fession as a whole.”
"Co o p e r a t io n  i n  A c c o u n t a n c y
"Accountancy as a career” was the subject 
of an address by Elmer L. Hatter before gradu­
ates of Strayer-Bryant & Stratton College, Balti­
more, on June 9th.
The board of examiners has awarded the 
Elijah Watt Sells scholarship prize for the can­
didate obtaining the highest grades in the In­
stitute’s examinations to Dick D. Quin of 
Jackson, Mississippi, who sat for the Institute’s 
examinations before the Mississippi state board 
of accountancy at the May, 1933, sessions. His 
grades were the highest received from the In­
stitute’s examiners in the current year, 1932-33.
Under a resolution of council at its meeting 
April 13, 1933, the Sells prize, which had 
formerly been available only to applicants for 
admission to the Institute, was made available 
to all candidates sitting for the Institute’s ex­
aminations, whether before the Institute’s board 
or in cooperating states.
Mr. Quin, the prize-winner this year, is 
twenty-eight years of age. He studied at Meri­
dian High School, Meridian, Mississippi, and 
at Mississippi Agricultural and Mechanical Col­
lege. In 1928, after several years’ experience 
as bookkeeper, he entered the employ of W. Q. 
Sharp, certified public accountant and mem­
ber of the American Institute of Accountants, 
at Jackson, Mississippi, of whose staff he is still 
a member.
The Sells prize consists of $50 derived from 
the income of a fund established by council of 
the Institute in honor of the late Elijah Watt 
Sells.
Institute Members Invited to 
Dominion Association Meeting
Members of the American Institute of Ac­
countants have been invited to attend the thirty- 
first annual meeting of the Dominion Asso­
ciation of Chartered Accountants, to be held in 
Edmonton and Jasper Park, Alberta, August 
29, 30 and 31, 1933.
Northern Ohio Chapter
A special dinner meeting of the Northern 
Ohio chapter of the American Institute of Ac­
countants was held at the Cleveland Chamber 
of Commerce club, Cleveland, on June 12th, at 
which 21 persons were present.
After the dinner Floyd Chilton, president of 
the chapter called the meeting to order, and 
after a few introductory remarks by the secre­
tary, turned the meeting over to L. Park, who 
called on various members to open discussion 
on a series of questions of general interest. 
After general discussion the meeting adjourned.
Elijah Watt Sells Scholarship Prize
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John P. Archer
John P. Archer died on June 26th at the age 
of 74. He was a charter member of the Ameri­
can Institute of Accountants, and as chief of 
the Institute’s staff of examiners, had con­
tributed largely to the success of the plan of 
cooperation in examinations, under which the 
Institute’s examination questions are made 
available to state accountancy boards and the 
papers of candidates are graded on a uniform 
basis by the Institute’s examiners. Mr. Archer 
had participated in this work since its incep­
tion in 1917, and in his latter years he devoted 
a great part of his time to it, for much of 
which he asked no compensation. It is to his 
unflagging interest and the meticulous care with 
which he performed his duties that the general 
respect with which the Institute’s examinations 
are regarded must be largely attributed.
Mr. Archer was born in London, England. 
He came to the United States in 1895 and ob­
tained C. P. A. certificate No. 216 in April, 
1902, from the state of New York. He prac­
tised public accounting on the staff of Has­
kins & Sells, later in -partnership with Thomas
B. Dean and finally on his own account.
Funeral services were held at the Church of 
the Heavenly Rest, New York, on June 28th. 
Representatives of the Institute in attendance 
included Charles E. Mather, a member of the 
board of examiners, Raymond C. Brown, W il­
liam J. Greenwood and Lester D. Mapes of the 
examining staff, as well as the secretary of the 
Institute.
Albert R. Erskine
The death of Albert R. Erskine, president of 
the Studebaker Corporation, occurred on July 
1st. He was 62 years old. Mr. Erskine was a 
certified public accountant of Connecticut. He 
had been a charter member of the American 
Institute of Accountants and had retained his 
membership in the Institute until 1932. He 
had been treasurer of the Yale & Towne Com­
pany and vice-president of the Underwood 
Typewriter Company prior to his affiliation 
with the Studebaker Corporation as treasurer, 
director and member of the executive commit­
tee. He became vice-president in 1913 and 
was elected president in 1915, holding that 
position until his death.
Copies of the regulations and registration- 
statement form promulgated by the trade com­
mission under authority of the federal securi­
ties act are sent to members and associates 
of the American Institute of Accountants with 
this Bulletin. The regulations were made pub­
lic by the commission on July 6th.
As reported in the June Bulletin, a sub-com­
mittee of the Institute’s special committee on 
public relations conferred with the trade com­
mission on problems arising in the preparation 
of the regulations and registration-statement 
form. The sub-committee on several occasions 
met at Washington with a committee of the 
trade commission under the chairmanship of 
Baldwin B. Bane, which had been charged 
with the duty of drafting the regulations.
The preliminary conferences were devoted to 
a general discussion of the purposes of the com­
mission and the duties imposed upon it by the 
act itself. It was explained that the administra­
tive difficulties which confronted the commis­
sion made it necessary that the registration- 
statement be drafted so as to require the neces­
sary information from prospective issuers of 
securities in a form which could be most con­
veniently analyzed by the staff of the com­
mission. It was pointed out also that the act 
itself contained certain specific requirements 
which must necessarily be incorporated in the 
registration-statement form.
Within these unavoidable limitations the In­
stitute’s committee undertook to make recom­
mendations for changes in the original drafts 
which were submitted to it. These drafts con­
sisted of three more or less separate documents. 
The first was a questionnaire intended to elicit 
general information required under schedule A  
of the act. The second consisted of forms of 
balance-sheet and profit-and-loss statement with 
instructions appertaining to specific items in the 
financial statements. The third was a draft of 
general regulations governing procedure under 
the act, and containing among other things 
statements as to the qualifications of account­
ants who might certify financial statements un­
der the act, and an outline of the manner in 
which such statements should be certified.
The Institute’s committee first devoted its 
attention to the financial-statement forms and 
related instructions. A good many recommen­
dations were made, some of which the commis­
Regulations under Securities Act
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sion’s staff indicated would be adopted, others 
of which were rejected and still others of which 
were taken under advisement by the commis­
sion without intimation as to whether or not 
they would be adopted.
Recognizing the impracticability of attempt­
ing to effect major alterations in the financial- 
statement forms in view of the rigidity of the 
securities act itself, and in view of the limited 
time available for drafting regulations, the In­
stitute’s committee devoted its attention prin­
cipally to explaining the desirability of as much 
elasticity as possible in the requirements as to 
the form in which accounting information must 
be submitted. It was suggested that the forms 
first issued be accompanied by an explanation 
that they were suggested as a guide to appli­
cants for registration, and that reasonable de­
partures from the form would not invalidate 
the application so long as the required infor­
mation were presented in an intelligent manner.
In order to minimize the burden, which it 
was recognized in some cases might be heavy, 
of furnishing in full detail all the information 
indicated on the proposed financial statement 
forms, the Institute’s committee suggested in­
clusion of a qualifying phrase to the effect that 
if any of the desired information could not 
be made available without unreasonable expense 
and delay a statement as nearly accurate as pos­
sible, with an explanation of the circumstances, 
might be offered in lieu thereof.
The Institute’s committee suggested also that 
whatever financial statements might be required 
for years prior to the year immediately preced­
ing the date of the application be accepted in 
the form which the prospective issuer cus­
tomarily used. The suggestion was accom­
panied by an explanation that the difficulty of 
recasting financial statements for several years 
in the form of the standard statements sug­
gested by the commission would, in many cases, 
impose unreasonable expense and delay upon 
the prospective issuer.
With reference to a proposal of the commis­
sion that consolidated statements for companies 
controlled by the prospective issuer be sub­
mitted, the Institute’s committee recommended 
that the issuing company be given the option 
of consolidating companies of whose capital 
stock it owned not less than 75 per cent., or 
submitting individual statements of such com­
panies controlled but not consolidated.
The Institute’s committee pointed out that 
the form of balance-sheet drafted by the com­
mission resembled the form customarily em­
ployed by public-utility companies rather than 
that common among industrial companies.
With respect to the profit-and-loss statement, 
the Institute’s committee strongly recommended 
the elimination of items which would have re­
quired disclosure of trade information advan­
tageous to competitors.
In discussion of the general regulations 
affecting accountants’ certificates, the Institute’s 
committee endeavored to explain the limitations 
of the professional accountant and the necessity 
for his so phrasing his certificate as to indicate 
that he expresses his professional opinion of the 
financial statements rather than vouching for 
the exact mathematical accuracy of all the in­
dividual items. It was pointed out also that 
under the severe provisions in the act concern­
ing the liability of accountants, rigid require­
ments as to the form of accountants’ certificates 
which did not allow reasonable latitude in 
phraseology might encourage unjust attacks up­
on accountants in the form of strike suits by 
unscrupulous investors.
Altogether the Institute’s representatives 
spent about 26 hours in conference with the 
trade commission’s committee. Every courtesy 
was shown them, and their suggestions were 
received with interest and appreciation. The 
Institute’s committee recognized the severe 
limitation of time under which the commis­
sion’s staff was required to work, and it was 
the consensus of opinion that amendments of 
the regulations first issued would undoubtedly 
be necessary when they had been in effect long 
enough to indicate in just what respects they 
needed improvement.
It is the belief of the Institute’s committee 
that the features of the regulations which will 
be considered most objectionable by prospective 
issuers will be found to hark back to the securi­
ties act itself, and that if any of the provisions 
are found to be impracticable efforts to correct 
them will probably be made through amend­
ment of the statute.
The Institute’s sub-committee consists of T. 
Edward Ross, chairman, George P. Auld, W il­
liam B. Campbell, and Herbert M. Temple.
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"Professional Accountancy Training 
in Collegiate Schools of Business”
A study of professional accountancy training 
in collegiate schools of business has been pub­
lished by Mervin Isaacs, a certified public ac­
countant of New York, at Far Rockaway, L. I. 
The publication is in pamphlet form, and con­
sists of 152 printed pages including tables and 
indexes. It contains a summary of the develop­
ment of accountancy and accountancy education 
in the United States, analyzes the present status 
of colleges courses in accountancy and com­
pares the contents of curricula with require­
ments of the profession. Some suggestions of 
problems for future investigation are also 
presented.
National Industrial Recovery Act
A sub-committee of the Institute’s special 
committee on public relations, consisting of C. 
Oliver Wellington, New York, chairman, Lewis 
Ashman, Chicago, and Philip N. Miller, New  
York, has offered the administrators of the 
federal industrial control act, also known as the 
national industrial recovery act, the cooperation 
of the Institute in developing any general regu­
lations affecting accounting information or 
presentation of financial data for trade groups 
which may present codes of fair competition 
under the act.
It is the opinion of the chairman of the In­
stitute’s sub-committee that the administration 
will not attempt by regulations to prescribe uni­
form systems of accounts or methods of pre­
senting financial data for the various trades and 
industries, but will only review and pass upon 
the adequacy of accounting systems and meth­
ods devised by trade associations themselves.
In this work the trade associations will un­
doubtedly desire the assistance of professional 
accountants, but it is believed that it would be 
improper for the Institute itself to offer co­
operation to any individual associations, since 
work of this character should be performed by 
individual accountants or firms as professional 
engagements, and by offering its assistance 
gratis the Institute, would be competing with 
its own members.
N a t u r a l  B u sin ess  Y ear
The Institute’s committee suggests that the 
establishment of codes of fair competition in­
volving many features of trade practice under 
the recovery act may provide an opportunity 
for the standardization of natural fiscal years 
within the various industries. Members of the 
Institute who are called upon to advise trade 
associations under the act are requested to take 
the opportunity to suggest the adoption of a 
natural year by the industries concerned. Co­
operation of the Institute’s special committee 
on natural business year is available to all mem­
bers who desire it.
"R a c k e t e e r in g  U n d e r  R ecovery  A c t”
On July 6th the Institute’s special commit­
tee on the recovery act released through the 
publicity department of the Institute the fol­
lowing press notice calling attention to the de­
sirability of consulting only reputable profes­
sional practitioners in the establishment of 
codes by trade associations:
The American Institute of Accountants, national 
body representing the profession, has had called to 
its attention numerous instances of individual groups 
and new corporations which are actively seeking 
work from business men individually and in trade 
groups for servce in connection with the national 
industrial recovery act.
Undoubtedly professional service will be required 
by all trade groups in setting up uniform methods 
of accounting, particularly uniform determination of 
costs, and many groups have already made arrange­
ment with professional firms to accumulate impartial 
statistics for industries that have not previously been 
fully organized. Such important and confidential 
work, however, should be entrusted only to indi­
viduals and firms of established reputation.
The Institute has already offered to the govern­
ment authorities administering the recovery act the 
cooperation of the Institute as the official body and, 
indirectly, the assistance of its members in prepara­
tion of those features of regulation which will deal 
particularly with accounting questions.
Business men are especially warned against in­
dividuals or organizations who claim to have political 
influence and will for large fees put through codes 
for trade groups on a more favorable basis than they 
themselves could obtain. Professional advice, not 
only from accountants but from lawyers, engineers, 
etc., will undoubtedly be helpful and necessary, but 
the questions involved under the recovery act affect
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so vitally the interests of all business men that they 
can not be too careful in seeing that their advisors 
are individuals or firms of high character and pro­
fessional reputation and the broadest and best ex­
perience in professional work.
Bankers and the Natural Fiscal Year
The interest of bankers in wide adoption of 
natural fiscal years by industrial and commercial 
enterprises is presented at length in a letter 
from C. A. Rude, chairman of the committee 
on cooperation with accountants of the Southern 
California chapter of the Robert Morris Asso­
ciates, to Walter B. Gibson, chairman of the 
committee on cooperation with the Robert 
Morris Associates of the Los Angeles chapter, 
California State Society of Certified Public Ac­
countants. The text of the letter is in part as 
follows:
"At a recent meeting of the local chapter of 
the Robert Morris Associates, there was considerable 
discussion regarding the practice of the majority of 
business organizations in having their fiscal year end 
with the calendar year, that is, December 31st.
"It was felt that this practice throws an excep­
tionally heavy burden on the credit departments dur­
ing the spring of the year, with rather unhealthy 
results in that it causes in many cases hasty work, 
lacking in thoroughness and the proper study. This 
is, of course, an injustice both to the bank as a 
credit grantor and to the client through lack of 
proper consideration of his situation. Furthermore, 
in spite of all the additional hours which might be 
spent by a credit department in order to handle the 
extra load, they would still be unable to keep up 
with the volume, which means that many statements 
lie untouched for a long period of time after the 
close of the fiscal period and consequently the in­
formation is oftentimes several months old and not 
as applicable as it might be.
"The audit and preparation of statements as of 
the calendar year in very many cases results in a de­
cidedly embarrassing situation in that the need for 
bank funds may come before or during the calendar 
year audit period. Consequently, the bank does not 
have the basis for an adequately considered decision 
of "Yes” or "No”.
The association is also cognizant of the fact that a 
steadily increasing number of our larger borrowers 
are obtaining the services of certified public account­
ants in the preparation of their annual statements, 
with the result that the accountants are also faced 
with an exceptionally heavy volume at the calendar- 
year end. We can appreciate that this results in un­
balanced organization in the sense that it is necessary 
to have an exceptionally large staff at that time of 
the year, which it is economically inadvisable to 
carry on throughout the balance of the year when 
the volume of work must be quite low. W e can 
appreciate such a situation would have a tendency 
to result in the engaging of a considerable number 
of accountants on a temporary basis, which for ob­
vious reasons is not conducive to the most efficient 
organization. For one thing, in order that an ac­
counting organization may allocate its work to the 
necessarily highly trained personnel of its staff, a 
considerable amount of overtime work may result, 
which makes the audit more costly to the customer 
and which it is conceivable may be less efficient.
"W e feel that perhaps it takes longer for the re­
ports to get into our hands than is necessary if they 
were not delayed by an exceptionally heavy volume 
in the accounting organizations. The timeliness of 
information is, of course, obvious and it is our de­
sire to eliminate as much as possible the lag be­
tween the close of the fiscal year and the date on 
which the information comes into our possession, is 
analyzed, and the conclusions and recommendations 
not only reached but put into practice to correct any 
inefficiency, lack of economy, etc., that may be re­
vealed thereby.
"From the viewpoint of analysis of a particular 
concern’s financial condition it appears to us that a 
statement as of the close of the natural year could be 
used to better advantage than December 31st, which 
is oft times in many businesses an abnormal period.
"From the viewpoint of cost of auditing and from 
the viewpoint of thoroughness of auditing, we feel 
that the natural year should have a distinct advantage 
in that the natural year-end would, in the majority 
of cases, be at the close of a peak season when re­
ceivables and inventory would as a whole be at a 
fairly low level. It would seem that such a condition 
would tend to make possible either a reduction in 
the cost of performing work similar to that done for 
a particular concern in the past, or would make pos- 
sible the conducting of a more detailed audit at about 
the same cost to the management. For example, we 
suggest that it would be much easier to convince the 
management of the desirability of having a full con­
firmation of receivables or a more detailed super­
vision of inventory at the low period of the year 
rather than at December 31st, which, as suggested 
previously, is in many cases a peak period and at 
that time the cost would be much greater.
"In connection with this thought, (the feasibility 
and consequent reduction of expense), it also occurs 
to us that it is of distinct advantage for a manage­
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ment to close its business year at a natural period 
even though they may not be employing the services 
of an independent certified public accountant. It oc­
curs to us that statements prepared by their own 
staff are more costly and less thoroughly done at a 
calendar year-end as compared with a low point. In 
a number of cases part of the work incident to an 
audit, that is, the preparation of schedules, can be 
done by the client’s own accounting staff if they 
have the necessary available time. It is obvious 
that this would be facilitated if the fiscal period 
ended at a low point of the year.
"There are, of course, innumerable advantages 
with which you and your associates are probably 
more familiar than we, and probably the only real 
objection offered is that in connection with the diffi­
culties of split-year income-tax returns. Our obser­
vations in this connection, however, indicate that it 
is not an insurmountable obstacle and can in the 
ordinary cases be quite easily handled.
"In line with these thoughts, the Southern Cali­
fornia chapter of the Robert Morris Associates passed 
a resolution to the effect that we would, for the 
betterment of credit operations and credit granting, 
discuss with our customers and encourage wherever 
feasible, the closing of their fiscal year to conform 
with the natural year of their particular business 
rather than with the calendar period. Knowing the 
interest of your committee and your associates in this 
problem, I have been delegated to inform you of 
this resolution and to suggest to your organization 
that we will greatly appreciate your continued co­
operation in the program.”
Bids for Accounting Engagements
A recently published report of the Carnegie 
Foundation for the Advancement of Teaching, 
in cooperation with the United States Office of 
Education, Department of the Interior, entitled 
Economy in higher education, contains a sug­
gestion that educational institutions might save 
money by requesting bids from accounting firms 
before awarding annual audit engagements.
In a letter addressed to the authors of the 
report the secretary of the American Institute 
of Accountants points out the disadvantages of 
bids for professional engagements. The text 
of the letter is in part as follows:
In looking through the recent report of the Car­
negie Foundation for the Advancement of Teaching 
entitled 'Economy in Higher Education’, which is a 
most interesting document, I noted on page 104 the 
following paragraph:
" '( e )  Audits. Is too much being paid for the
annual audit? One institution accustomed to pay­
ing about $5,000 for the annual audit sent copies of 
the auditor’s report to several reliable auditing firms 
and asked for bids. The audit now costs only $2,000 
a year.’
"This statement is a little discouraging. In the 
interests of the public, as well as those of the ac­
countancy profession, the American Institute of Ac­
countants has tried to discourage the practice of bid­
ding for professional accounting engagements. Ac­
counting work can not be performed according to 
preconceived specifications, and no accountant can 
do more than estimate very roughly the cost of con­
ducting the audit of an institution whose accounts 
he has not audited before.
"If an engagement is obtained through tender of 
a low bid, and if it later develops that the account­
ant finds his costs running higher than he had ex­
pected there is an undeniable temptation to cut cor­
ners in an endeavor to avoid a loss, or at any rate 
to avoid any investigation or study which is not 
strictly necessary to render a report meeting the re­
quirements of the engagement. No reputable ac­
countant will render a report which is not complete 
and accurate, even if he loses money in the engage­
ment, but it is possible that in the circumstances 
which I have mentioned the client will receive a re­
port of much less value than he might have obtained 
if the engagement had not been undertaken on a flat 
fee bid.
"No one would engage a lawyer or a physician 
on the basis of bids, and I assure you that it is 
equally illogical to engage an accountant on that 
basis. A good many people believe that accounting 
is a matter of routine and of mathematical exactitude. 
They are unaware that professional opinion, judg­
ment and discretion play the most important part in 
accounting work.
"The layman ordinarily can not tell the difference 
between the reports rendered by two accounting firms 
any more than he can judge the merits of diagnoses 
made by two physicians, but there is no question that 
the individual qualifications, experience and integrity 
of the accountant determine the value of his report 
just as truly as the individual qualifications of the 
physician determine the value of his diagnosis.
"That is why we feel that the public is apt to be 
misled and endangered by encouragement in high 
places to award accounting engagements on the basis 
of bids. A suggestion emanating from such a re­
spected source as the Carnegie Foundation for the 
Advancement of Teaching will certainly have weight, 
and we are afraid will not help progress in the right 
direction.”
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N EW S OF LOCAL SOCIETIES
California
The California State Society of Certified Pub­
lic Accountants held its annual meeting on June 
9th and 10th at the Palace hotel, San Francisco. 
James E. Hammond, president of the society, 
delivered the address of welcome, to which 
Harry B. Mills, Clarence E. Bradford and Jud­
son E. Krueger responded.
Addresses on the subject of accountancy 
legislation were delivered. William Dolge pre­
pared a paper on the "Brief history of ac­
countancy legislation in California”, John F. 
Forbes, chairman of the society’s committee on 
legislation, reported on current legislation 
affecting the accounting profession, and N. L. 
McLaren spoke on the "Trend of accountancy 
legislation”.
A paper on "Compulsory audits by law” was 
presented by Albert J. Watson, and was fol­
lowed by discussion.
After luncheon Bernard F. Haley, executive 
head, department of economics of Stanford 
University, addressed the meeting on “The 
present economic situation”.
The Los Angeles chapter arranged the fol­
lowing addresses: "Cooperation with bankers” 
by Walter B. Gibson; "Developments of ac­
counting services” by W. J. Palethorpe; "Muni­
cipal audits” by George H. Wood; "Profes­
sional ethics” by Lewis A. Carman.
William Dolge, chairman of the commit­
tee on by-laws spoke on "Our state society by­
laws”.
In the evening a dinner was arranged in 
honor of John F. Forbes, president of the 
American Institute of Accountants, and Ralph 
W. E. Cole, president of the American Society 
of Certified Public Accountants. Lewis Lilly 
acted as toastmaster.
The morning of the second day was devoted 
to the reading of minutes of the previous meet­
ing, reports of officers and committees and the 
election of officers and directors of the society. 
The following officers were elected: Melvin D. 
Wilson, president; John F. Forbes, vice-presi­
dent; Harry B. Mills, second vice-president;
B. W. Bours, secretary-treasurer. B. W. Bours, 
John F. Forbes, Anson Herrick, Harry B. Mills, 
H. Edwin Nowell and George W. Sims were 
elected directors for two years.
After luncheon a golf tournament took place 
at the Millbrae Golf and Country club.
Maryland
At a meeting of the Maryland Association 
of Certified Public Accountants held at the 
Emerson hotel on June 13th, the following 
officers, trustees and auditor were elected for 
the ensuing year: C. Willard Amos, president;
F. Earl Reuwer, vice-president; F. A. Shallen­
berger, secretary; Edward G. Shipley, treas­
urer; H. Ashlin Dykes, Elmer L. Hatter and 
William M. Krieb, trustees; Carroll F. Davis, 
auditor.
After the elections the meeting was devoted 
to discussion of new by-laws for the association.
In the June issue of The Journal of Ac­
countancy attention was drawn in an editorial 
to the establishment of an accounting library 
by the Maryland Association of Certified Pub­
lic Accountants. At a meeting held in March, 
1932, an appropriation of $500 as an initial 
expenditure for a professional library was ap­
proved, with the provision for an annual 
appropriation of $200 for new books when de­
sired. Such appropriations are made payable 
to the Enoch Pratt Free Library of Baltimore, 
the librarian of which acts as custodian of the 
collection.
The Maryland Association has issued a lib­
rary bulletin under date of June 1, 1933, which 
contains an index of the books by authors and 
subjects, a statement of facilities afforded by 
library from professional viewpoint, the names 
of the officers and trustees of the association, 
and the names of the members of the library 
and publicity committees. The bulletin also 
contains an alphabetical directory of the mem­
bers of the Maryland Association.
Michigan
The Michigan Association of Certified Pub­
lic Accountants held its annual meeting at the 
Statler hotel, Detroit, on June 15th, at which 
the following officers were elected: C. J. Lynch, 
president; M. A. Yockey, vice-president; W. H. 
Ball, secretary; Grace A. Dimmer, treasurer. 
A. L. Barrett, N. B. Isenberg and E. W. 
Wheeler were elected directors, and Louis 
Schneider, auditor.
Missouri
On June 9th and 10th the Missouri Society 
of Certified Public Accountants held its annual 
meeting at the President hotel, Kansas City.
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Following are the newly elected officers: Proc­
ter H. Kerr, president; Lee J. Muren, first vice- 
president; Melton H. Carter, second vice-presi- 
dent; John W. Rader, secretary; A. J. Benner, 
treasurer. Miller Bailey, Francis R. Brodie, 
Parry J. Barnes, B. L. Sterbenz and W. A. 
Helm were elected directors of the society.
Nebraska
The Nebraska Society of Certified Public Ac­
countants held its annual meeting at the Lin­
coln hotel, Lincoln, on June 27th.
Certain suggested changes in the by-laws of 
the society were adopted. The proposed code 
of ethics submitted by the committee on pro­
fessional ethics at the December meeting of 
the society was adopted after a few proposed 
changes had been made.
The following officers and directors were 
elected: Edward E. Lanphere, president; El­
ton C. Loucks, vice-president; Victor C. Brink, 
secretary; Wayne McPherren, treasurer; Ray­
mond H. Walker, William Bryden and A. E. 
Spellman, directors.
The next meeting of the society will be held 
in September.
Oregon
The annual meeting of the Oregon State So­
ciety of Certified Public Accountants took place 
on June 13th at Portland. The following 
officers were elected: H. W. McIntosh, presi­
dent; Ernest Farnand, vice-president; Frank S. 
Hecox, secretary; Pearce C. Davis, treasurer.
Pennsylvania
The Pennsylvania Institute of Certified Pub­
lic Accountants held its annual meeting at 
Galen Hall, Wernersville, on June 15th, 16th 
and 17th.
The retiring president, William R. Main, 
spoke on the activities of the institute with 
reference to the recent session of the Pennsyl­
vania legislature, and pointed out that a num­
ber of laws had been passed that were of inter­
est to all certified public accountants. Mr. 
Main recommended that the institute take 
greater interest in future legislation and in pub­
licity for the profession, and suggested that 
the institute be represented at the next session 
of the legislature.
Mr. Main also recommended that members 
who had labored faithfully for the advance­
ment of the profession should receive some 
recognition of such service. He suggested the 
establishment of an order known as the Silver 
Legion, and that members who complete 25 
years of continuous membership in the institute 
might be given a suitable scroll bearing testi­
monial to that effect.
R. J. Bennett, secretary of the Institute, re­
ported that of the 1005 certificates issued by 
the Commonwealth of Pennsylvania, 634 cer­
tificate holders had become members of the 
Pennsylvania Institute, but through deaths and 
resignations the membership now numbered 
only 500.
T. Edward Ross delivered an address on the 
federal securities act.
"The Pennsylvania banking code” was the 
subject of an address by Lucien B. Carpenter, 
former deputy attorney-general of the Common­
wealth of Pennsylvania.
Following are the newly elected officers and 
directors: Adrian F. Sanderbeck, president; 
Clarence L. Turner, vice-president; Robert J. 
Bennett, secretary; Donald M. Russell, treas­
urer; Ludwig zur Nieden, auditor; Ernest 
Crowther and John K. Mathieson, council mem­
bers for one year; Francis P. Byerly, William 
R. Main and Harry Ness, council members for 
two years. Members of the committee on pro­
fessional ethics are: Edward P. Moxey, Jr., 
chairman, John Balch, James M. Cumming, D. 
Vincent Johnston and Charles E. Procasco. The 
committee on nominations consists of: Horace 
P. Griffith, chairman, C. Whitford McDowell, 
Ernest Crowther, Edwin S. Reno and John H. 
Zebley.
Virginia
The Virginia Society of Public Accountants 
held its semi-annual meeting on May 26th and 
27th at the John Marshall hotel, Richmond. 
Approximately 50 persons were present.
Raymond B. Pinchbeck, professor of eco­
nomics, and dean of the University of Rich­
mond, spoke on "Inflation and the Roosevelt 
program” and W. N. Nickels, Jr., chairman 
of the state industrial commission, delivered an 
address on "The place of accounting and audit­
ing in administration of public affairs”.
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Following are newly elected officers and di­
rectors of the Washington Society of Certified 
Public Accountants: John E. Chambers, presi­
dent; E. C. Daniels, vice-president; E. F. 
Chabot, secretary-treasurer. Directors: L. F. 
Reinhard, Neil Sexton, S. E. Friedman, F. O. 
Johnson, J. M. McConahey, H. L. Scott, Eric 
P. Van.
Washington
The annual meeting of the Wisconsin So­
ciety of Certified Public Accountants took place 
on June 27th. The following officers and 
directors were elected: Hugh Sinclair, presi­
dent ; C l a r e n c e  Lichtfeldt, vice-president; 
Arthur E. Wegner, secretary-treasurer. The di­
rectors are: William Charles, Clarence Licht­
feldt, Thomas A. McCormack, Delbert W. 
Reynolds, Hugh A. Sinclair, Arthur E. Weg­
ner and Fred C. Kellogg.
Wisconsin
ANN O UN CEM ENTS
Frederic A. Tilton, Austin R. Porterfield and 
Frederick C. Rohwerder were admitted to mem­
bership in the firm of Haskins & Sells, New  
York, on June 1, 1933.
Announcement has been received that W ill­
iam M. Trant was admitted to membership in 
the firm of Haskins & Sells, Denver, Colorado, 
on June 1, 1933.
H. Brooks Davies was admitted to member­
ship in the firm of Haskins & Sells, Cleveland, 
Ohio, as of June 1, 1933.
Goldsborough Robinson announces that he 
has opened offices under his own name at the 
Starks building, Louisville, Kentucky.
was "Education that lives.” On July 19th 
Dean Jackson addressed chamber of commerce 
secretaries of the Pacific Coast on "The business 
outlook.”
"Fundamentals of municipal accounting” was 
the title of a paper read by Lloyd Morey, 
Urbana, at a meeting of the Municipal Finance 
Officers Association of the United States and 
Canada at Cincinnati on June 14th.
Gabriel A. D. Preinreich, New York, is the 
author of an article entitled "Accounting termi­
nology” which appeared in the June, 1933, 
issue of the Accounting Review.
Harvey S. Chase, as chairman of the commit­
tee on federal budget procedure of the Na­
tional Economy League, has prepared a report 
which is to be submitted to the bureau of the 
budget at Washington, D. C.
"Supplementing the payroll audit” is the title 
of an article by J. B. C. Woods, New York, 
which appeared in a recent issue of the Eastern 
Underwriter.
James F. Hughes, New York, delivered an 
address at the graduation exercises of Ben­
jamin Franklin University at Washington, D.
C., on June 17th, when the degree of doctor 
of commercial science (honoris causa) was be­
stowed upon him.
Dean J. Hugh Jackson of Stanford Uni­
versity, California, delivered the commence­
ment address at the Palo Alto high school on 
June 16th. The subject on which he spoke
ERRATUM
An announcement in the June Bulletin er­
roneously stated that Clarence L. Turner of 
Philadelphia had been appointed as receiver of 
the Reading Company. Mr. Turner has been 
appointed receiver in equity and trustee in 
bankruptcy, respectively, of two corporations 
situated in Reading, Pennsylvania, but these 
appointments have no relation to the corpora­
tion known as the Reading Company.
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July 15, 1933
The board of examiners has given consideration to applications for admission to the Ameri­
can Institute of Accountants and recommends the election of 1 applicant for admission as a 
member and 1 as an associate who have passed the written examinations of the Institute. Oral 
examinations were passed by 7 applicants for admission as members and 1 applicant for admis­
sion as an associate. Credit for having passed examinations acceptable to the Institute was ac­
corded 21 applicants for admission as members and 7 applicants for admission as associates. 
Twenty applicants for admission as members and 1 for admission as an associate passed the 
Institute’s examinations for C. P. A. certificates in cooperating states. The board recommends 
the advancement of 9 associates to membership.
Following are the names of those recommended for election:
To Members and Associates of the
American Institute of Accountants:
Harold J. Beairsto, New York 
James A. Elliott, Boston 
Benjamin L. Enloe, St. Louis 
Harold C. Fechner, St. Louis
For advancement to membership:
Walter F. Scott, St.
Adolph W . Hebrank, St. Louis 
John R. Jordan, St. Louis 
Roy B. Kester, New York 
Alwin H. Schettler, St. Louis 
Louis
For admission as members:
Urban J. Albers, St. Louis 
William H. Ball, Detroit 
John W . Ballard, Ft. Worth 
Arthur E. Blumenschine, Newark, N. J.
R obert J. Calvert, Pittsburgh 
John L. Daniel, Tulsa 
C. Irving Dennett, Paterson, N. J.
Allen H. Eidson, Atlanta, Ga.
Oscar Ferger, New York 
John J. Finnorn, New Orleans 
Eric A. Fredrikson, New York 
Fred W. Gilde, New York 
Erwin W. Gottenstrater, Atlanta, Ga.
Sidney J. Hayles, Atlanta, Ga.
Harold M. Heckman, Athens, Ga.
Harry W. Henry, St. Louis 
Frederick B. Hill, Norfolk, Va.
Henry Hufnagel, Chicago 
Frank E. Kohler, Chicago 
John R. McCartan, Pittsburgh 
Frank J. McManus, Boston 
Elwin MacLeod, Boston 
Robert C. Mare, St. Louis 
Charles E. Masters, Boston 
Leslie J. Meyer, St. Louis
For admission as associates:
Walter C. Askew, Jr., Savannah, Ga. William Gardner, Chicago
Ivan L. Beaman, Chicago William J. Hardman, Buenos Aires
Walter M. Bruflat, Chicago William W. McCallum, Chicago
Dent K. Burk, Bristol, Va. Wilfred Andrew Myrmel, Chicago
Carl R. Caldwell, Chicago Joseph R. Schulz, Chicago
The council is now voting on these applicants by mail ballot.
The applicants will not become members (or associates) until declared elected by the presi­
dent. If protest is to be made against the election of any applicant on the list, it should reach 
the offices of the Institute before August 1, 1933.
JOHN L. CAREY, Secretary.
Raymond M. Miles, New York 
Ulysses A. Morton, Atlanta, Ga. 
Norman J. Nevins, Chicago 
Thomas J. O ’Brien, Jr., Savannah, Ga. 
Esther Owens, Boston 
Merrill C. Patten, Greenville, S. C. 
Edwin G. Phelps, Kansas City, Mo. 
Benjamin C. Rhodes, Troy, N . Y. 
Louis H. Rosoff, New York 
A. H. Rosenkampff, New York 
Arthur B. Sanders, Wichita, Kans. 
Philip Saunders, Jr., Boston 
Hugh A. Sinclair, Milwaukee 
Henry W . Sharkey, New York 
Alexander P. Smith, Tulsa 
William J. Swain, Kansas City, Mo. 
William Templeton, Chicago 
Edward B. Thornton, Chicago 
Frederick S. Todman, New York 
Herbert E. Tucker, Boston 
Francis E. Welch, Providence, R. I. 
Charles A. Williams, Sioux City, la. 
Joseph H. Williams, Wilkes-Barré, Pa. 
Lewis E. Wood, Houston, Texas
Bulletin
OF T H E
American Institute of Accountants
No. 112 August 15, 1933
Annual Meeting Program 
Accountants and the Securities Act 
Accountants and the Recovery Act 
Cooperation with Credit Men 
International Congress 
State Society News 
Announcements
C O P Y R I G H T  1 9 3 3  BY A M E R I C A N  I N S T I T U T E  P U B L I S H I N G  C O .,  IN C .  
1 3 5  C E D A R  S T R E E T ,  N E W  Y O R K ,  N. Y.
Published Monthly
15 C E N T S  A C O P Y  : $ 1 . 0 0  P E R  A N N U M
THE PROPERTY OF 
HASKINS & SELLS 
15 BROAD STREET
N E W  Y O R K
A M E R IC A N  IN S T IT U T E  O F  A C C O U N T A N T S
OFFICERS— 1 9 3 2 - 1 9 3 3
P r e s i d e n t ............. ..................................................Jo h n  F. Forbes
 F. B. A n d re w s
V ic e -Presid en ts
  W a l t e r  M u c k l o w
T r e a su r er  .......... .................................................... A l l a n  D avies
Edito r  .................... .............................................A. P. Ric h a r d so n
Secreta ry  .............
Following is the tentative program for the 
annual meeting of the American Institute of 
Accountants to be held at New Orleans, 
Louisiana, October 15-19, 1933. The Roose­
velt hotel will be headquarters.
B u s in e s s  
Monday, October 16th
10:00a.m. Meeting of Council (executive session). 
8:00 p.m. Meeting of representatives of state ac­
countancy boards (open session).
Address: Problems of inter-state practice, 
by Will-A Clader, Pennsylvania, chair­
man, committe on state legislation. 
Tuesday, October 17th 
9:30 a.m. General session.
Invocation by the Rt. Rev. James Craik 
Morris, Episcopal Bishop of Louisiana. 
9:45 a.m. Addresses of welcome: Hon. T. Semmes 
Walmsley, Mayor of New Orleans. 
Thomas A. Williams, President, So­
ciety of Louisiana Certified Public Ac­
countants.
Responses.
10:00 a.m. President’s address.
Annual reports.
11:00 a.m. Address: Accountants and the securities 
act, by Spencer Gordon, of counsel for 
the Institute.
Discussion.
12:00p.m. Luncheon interval.
1:00 p.m. General session.
Address: Municipal and governmental 
accounting, by Lloyd Morey.
Discussion.
Address: Accountants and the recovery 
act, by C. Oliver Wellington.
Discussion.
Wednesday, October 18th 
9:30 a.m. General session.
Election of officers.
Selection of 1934 meeting place.
10:00 a.m. Address: (subject to be announced) by 
A. A. Berle, Jr.
Discussion.
12:00 p.m. Luncheon interval.
2:00 p.m. Address: Current assets and liabilities, 
by Anson Herrick.
Discussion.
Address: Shortcomings of present forms 
of balance-sheet and profit-and-loss 
statement, by William A. Paton.
Annual Meeting Program Discussion.
7:30 p.m. Annual banquet, George Armistead, 
toastmaster.
Address: (subject to be announced) by 
the Hon. Charles Austin O’Neill, Chief 
Justice, Supreme Court of Louisiana. 
Thursday, October 19th 
9:30a.m. Council meeting (executive session).
Accountants and the Securities Act
Many questions of varied nature have been 
addressed to the Institute by accountants who 
have been asked to certify financial statements 
under the federal securities act. For the most 
part there is not yet sufficient information avail­
able to permit satisfactory answers, but the 
number and variety of the questions themselves 
indicate that the securities act and related regu­
lations have created serious problems for the 
accountancy profession. Thoughtful account­
ants who have studied the matter offer the 
opinion that the act will exercise a profound 
influence upon the practice of accountancy and 
may result in radical changes in the form and 
content of financial statements and of account­
ants’ certificates.
In response to suggestions a special sub­
committee of the Institute which has closely 
followed the progress of the securities act since 
its inception in congress, has commenced a 
study of legal and accounting problems arising 
from the act with the hope of submitting a re­
port which would be helpful to members every­
where in determining their own individual 
courses when confronted with engagements 
coming within the purview of the act. How­
ever, it is generally agreed that nothing in the 
nature of recommendations could be promul­
gated at this time. Definite interpretations of 
the act from a legal viewpoint will have to 
await decisions by the courts, and other ques­
tionable points may be answered by rulings of 
the federal trade commission under its own 
regulations, or by modification or amplification 
of the registration-statement form and related 
instructions.
However, attention should be drawn to the 
fact that serious problems do exist, and that 
caution and deliberation should be exercised in 
engagements within the scope of the act.
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Broad  P u r po ses  o f  t h e  A ct
Nothing which may be said about what ac­
countants regard as imperfections in the act or 
the regulations should be interpreted as im­
plication that the accountancy profession is not 
in sympathy with the underlying purposes of 
the act. On the contrary the members of the 
profession who have expressed themselves on 
the subject are practically unanimous in their 
applause of the principle that investors should 
be protected against misinformation, or conceal­
ment of essential information, with respect to 
securities which they are asked to buy. Com­
plete and accurate financial publicity has been 
a slogan of accountants for many years.
It is because it recognizes the essential part 
of the accountant in fully accomplishing the 
purposes of the act that the Institute will urge 
the correction of any technical defects in the 
statute and regulations which might deter re­
putable practitioners from assuming their 
proper share of responsibility for the welfare 
of the investing public.
A c c o u n t a n t s '  L iability
Perhaps the most important question is that 
of the accountants’ liability, which is extended 
by the securities act to a point far beyond that 
hitherto reached by the courts. Under the 
phraseology of the statute it appears possible 
that in an extreme case an accountant might be 
held liable for all the losses of investors in 
securities in the registration of which his certifi­
cate appeared, if he failed to disclose a material 
fact through lack of reasonable care. The 
liability imposed upon the accountant may be 
largely unrelated to and far beyond any dam­
age actually caused by an error of the account­
ant. Many accountants are confident that the 
courts will take a reasonable view, but the ab­
sence of any definite limitation is cause for 
grave concern.
F iduciary  C a pa city
Related to the broad question of accountants’ 
liability is the statement in the securities act
that "in determining ........... what constitutes
reasonable investigation and reasonable ground 
for belief, the standard of reasonableness shall 
be that required of a person occupying a 
fiduciary relationship”. The application of the 
fiduciary standard to accountants is a new de­
parture, and it immediately raises the question
whether auditing procedure and methods of 
presenting accounting information which have 
hitherto been considered good practice will be 
considered by the courts as conforming to the 
fiduciary standard.
A c c o u n t a n t s ' C er tific a tes
It seems likely that accountants’ certificates 
appended to balance-sheets and profit-and-loss 
statements in registration statements will differ 
from certificates which have been issued in the 
past, but no one knows what form the new 
certificates will take.
Article 15 of the regulations issued by the 
federal trade commission prescribes in general 
what such certificates shall contain, and at­
tempts have been made to draft forms which 
would comply with these requirements. Fol­
lowing is the text of one such draft, which has 
not yet been put into use, and is not to be re­
garded as recommended or even as typical. It 
is reproduced here merely to indicate the prob­
lems involved.
"Report of Independent Certified Accountant
"To Blank Manufacturing Company, New York, 
N . Y.
"Based upon our examination of the books and 
accounts of Blank Manufacturing Company from  
January 1, 1930, to June 30, 1933, and upon infor­
mation and explanations given to us by the officers 
of the company and by others, we have prepared and 
annex hereto, for inclusion in its registration state­
ment with the federal trade commission, the fol­
lowing:
Balance-sheet as at June 30, 1933.
Profit-and-loss account for the six months ended 
June 30, 1933.
Comparative profit-and-loss accounts for the years 
ended December 31, 1930, 1931 and 1932.
Surplus accounts for the calendar years 1930, 1931 
and 1932, and the six months ended June 30, 
1933.
(a) Paid-in surplus account
(b) Capital surplus account
(c) Earned surplus account
(d) Other surplus accounts
Supporting schedules (if any).
( If deemed advisable, a paragraph of explanatory 
comments relating to the scope of the work per­
formed may be inserted here.)
"In respect to the aforementioned balance-sheet, 
profit-and-loss account, comparative profit-and-loss ac­
counts, surplus accounts and supporting schedules of
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the Blank Manufacturing Company we have, after 
reasonable investigation, reasonable ground to be­
lieve and do believe at the date of this report that 
the statements therein, on the bases indicated, are 
true and that there has been no omission to state a 
material fact required to be stated therein or neces­
sary to make the statements therein not misleading, 
subject to the fact that all reserves for possible losses 
and for depreciation as shown therein are of necessity 
estimated and except (here follow qualifications if 
any).
"New York, July 1, 1933.
(Signature of firm)
"By........................................... ”
(Member of firm)
It is regarded as unfortunate by some ac­
countants that the great majority of early regis­
trations under the securities act have been those 
of so-called investment-trust companies. It has 
been relatively simple for accountants to comply 
with the requirements of the trade commission 
in certifying statements of such companies, and 
therefore the burdens imposed by some of the 
requirements have not yet been made clear. It 
is particularly with reference to depreciation 
allowances, reserves, inventories, fixed-asset 
values, and other items of prime importance in 
financial statements of industrial and utility 
companies, that many accountants believe the 
commission’s requirements as to certification 
are difficult.
To what extent the accountant may rely upon 
statements by engineers, appraisers and com­
pany officers; what may be construed as a ma­
terial fact under the act, and what additional 
liability may be imposed upon the accountant 
through the provisions relating to prospectuses, 
as distinguished from registration statements, 
are other questions which have been raised but 
not yet conclusively answered.
S u g g e s t io n s  f o r  A m e n d m e n ts  
In the course of their practice under the act 
it is to be expected that accountants will en­
counter what they consider to be inconsistencies 
or injustices, affecting either their clients or 
themselves. It has been suggested that mem­
bers forward to the Institute their objections 
to, or proposals for amendment of, the act it­
self or the regulations or registration-statement 
forms of the federal trade commission, rather 
than communicating direct with the authorities
at Washington. The Institute’s committee is 
in communication with the federal trade com­
mission, and it is thought that it might be more 
convenient and more effective if the profession 
were to act through a central agency, rather 
than as individuals. This procedure would 
doubtless save the commission a good deal of 
correspondence, much of which might be dupli­
cation. It is probable that the act or the regu­
lations, or both, will be amended as soon as 
their imperfections are brought to light through 
actual experience, which may be in the com­
paratively near future. After this first revision, 
however, it would undoubtedly be most diffi­
cult to effect further changes. It is suggested, 
therefore, that members who wish to offer com­
ment do so at the earliest opportunity.
Accountants and the Recovery Act
There has been a good deal of discussion at 
formal and informal gatherings of accountants 
in the past month about the part which the pro­
fessional accountant may play in the national 
industrial recovery program. It seems in­
evitable that individual firms will be called up­
on by their clients in many instances, either for 
assistance in the formulation of a code of fair 
practice under the recovery act or in making 
such changes in the client’s systems of cost ac­
counting and financial reporting as will permit 
him to conform to such a code when it is 
adopted. Much technical accounting advice on 
various questions will probably be required.
As has already been announced, the Ameri­
can Institute of Accountants special subcom­
mittee on the recovery act has offered to co­
operate with the recovery administration and its 
representatives in any study of accounting prob­
lems which may be undertaken, but it is the 
committee’s belief that the administration will 
confine its activity in this direction to critical 
reviews of accounting methods incorporated in 
the various codes. The formulation of account­
ing and cost systems, it is believed, will be left 
to the various trades and industries themselves. 
For obvious reasons the Institute’s committee 
has refrained from offering its services to any 
particular trade association. It firmly believes 
that on matters of this kind trade associations 
should engage individual firms on a profession­
al basis for any assistance which they may 
desire.
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As a single illustration of the manner in 
which services of public accountants may be 
required under codes of fair competition, the 
following section of a code drafted by the 
National Boot and Shoe Manufacturers is 
quoted:
"Section 2—Selling below cost, and cost account­
ing. The practice of selling below cost is detri­
mental to the industry; and each manufacturer shall 
submit upon request a statement from a certified 
public accountant recognized by the cooperative body 
for the industry as qualified, to the effect that such 
manufacturer has a proper cost accounting system; 
which statement, however, may not be accepted as 
final by the cooperative, either as to cost accounting 
or as to selling below cost.”
A survey of accounting questions involved 
in the preparation of industrial codes under the 
recovery act is included in a report of a joint 
committee of accountants issued under the aus­
pices of the New England Council. The text 
of the report is reprinted at the conclusion of 
this article.
A c t  N o t  A p pl ic a b l e  t o  P r o fessio n s
The question has arisen frequently as to 
whether the regulatory features of the recovery 
act are applicable to public accountants and to 
other professional practitioners. The Institute 
has received authoritative opinions to the effect 
that the act is not intended to apply to pro­
fessional occupations, and it is the opinion of 
the officers of the Institute that this exemption 
is wise, since rules designed to regulate the 
production methods of trades and industries 
could hardly be logically applied to profes­
sional firms.
The New York press of July 11th gave con­
siderable publicity to a code for professional 
accountants filed by a society of public account­
ants and auditors in New York. The Institute 
immediately communicated with the national 
recovery administration, stating that the for­
mation of the society in question had been an­
nounced only a month earlier and it did 
not appear, therefore, that the society was in a 
position to speak for the profession as a whole. 
It was also stated that neither the Institute it­
self nor the New York State Society of Certi­
fied Public Accountants had considered that the 
act applied to professional occupations and 
neither of the organizations was planning to 
submit a code.
The Institute was later informed that the 
American Society of Certified Public Account­
ants had taken the same attitude as that ex­
pressed in the Institute’s letter to the adminis­
tration.
The following statement was simultaneously 
released to the New York papers:
"Leading professional societies of accountants 
denied yesterday that they were participating in the 
formulation of a code of regulations under the pro­
visions of the National Industrial Recovery Act. 
Press statements to the effect that an organization of 
public accountants and auditors had completed a code 
governing wages and hours of work caused the 
American Institute of Accountants and the New York 
State Society of Certified Public Accountants to an­
nounce that no recognized organization of profes­
sional accountants had officially considered drawing 
up a code of regulations and that no organization 
had been given authority to speak for the profession 
on this matter.
"The American Institute of Accountants, large 
national organization with approximately 2,100 mem­
bers, and the New York State Society, with nearly 
2,000 members, called attention to the fact that the 
provisions of the National Industrial Recovery Act 
have not been interpreted as relating to professional 
groups but apply only to trades and industries.”
P r e s id e n t ’s R e -e m p l o y m e n t  A g r e e m e n t
Following the distribution of the President’s 
re-employment agreement to employers 
throughout the country the Institute received 
many inquiries from members as to whether or 
not the agreement was applicable in any meas­
ure to professional accounting firms.
On July 31st officers of the Institute met to 
consider whether or not an announcement on 
the question should be published for the in­
formation of members. The ranking officer 
of the New York State Society of Certified 
Public Accountants was present at the meeting. 
Consideration was given to an official inter­
pretation of the re-employment agreement pro­
mulgated by the national recovery adminis­
tration which stated that the agreement was not 
intended to apply to professional occupations. 
Attention was also called to the fact that sec­
tion 4 of the agreement itself provides that the 
provision of maximum hours shall not apply 
"to professional persons employed in their 
profession”.
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It was the unanimous opinion of those pres­
ent at the meeting that the entire personnel of 
an accountant’s office is engaged in producing 
a professional service, and, therefore, that the 
re-employment agreement was not intended to 
apply to any employee of a professional ac­
countant. It was resolved that a letter stating 
the facts of the case and the conclusions 
reached at the meeting should be sent to each 
member and associate of the American Institute 
of Accountants, and such a letter was mailed 
on August 1st. The New York State Society 
dispatched a similar letter to its membership on 
the same day. The Institute was subsequently 
advised that the American Society had reached 
the same conclusions and intended to dispatch 
a similar letter to its membership.
The American Institute of Accountants has 
signed the President’s re-employment agreement 
in so far as it applies to the executive staff of 
the organization, since such employees natural­
ly do not come under the classification of pro­
fessional practitioners.
C o o p e r a t io n  w i t h  A d m in i s t r a t i o n  
The secretary of the Institute has been 
authorized to cooperate in every practicable way 
in assisting in the successful completion of the 
recovery program. At the request of the chief 
of the speakers’ division, bureau of public re­
lations, national recovery administration, the 
Institute has transmitted to all state societies 
of certified public accountants a suggestion that 
each local society cooperate with local organi­
zations sponsoring the re-employment drive, 
and likewise arrange for discussions before its 
own membership on various phases of the re­
covery program.
The Institute has arranged for an address on 
the recovery act at its annual meeting at New 
Orleans, October 17th.
R ep ort o f  N e w  E n g la n d  C o u n c il  
C om m ittee  
Following is the text o f a report on account­
ing in relation to the formulation of industrial 
codes, prepared under the auspices o f the N ew  
England Council by a joint committee of repre­
sentatives o f the Massachusetts Society of Certi­
fied Public Accountants and the Boston chapter, 
National Association o f Cost Accountants, con­
sisting o f F. Richmond Fletcher, Donald P. 
Perry, Charles B. Holloway, Stanley G. H. 
Fitch and Earle M. French:
"Apparently business operations under the indus­
trial recovery act will necessitate increasing reliance 
on industrial acounting. A joint committee of the 
Boston chapter of the National Association of Cost 
Accountants and the Massachusetts Society of Certi­
fied Public Accountants, Inc., has been considering 
and will continue to consider, as details of adminis­
tration of the act become clearer, just what services 
can be expected in this connection from those trained 
in accountancy, both accountants directly employed 
by industry and the public accountants.
"There are present evidences that the industrial 
recovery administration intends to exert increasing 
pressure to get trade groups promptly organized un­
der codes mutually agreeable to both themselves and 
the administration, or to impose upon the slower 
moving groups general codes which will tend to in­
crease general employment and the purchasing power 
of the employed public. [On July 20, 1933, Presi­
dent Roosevelt approved a form of general volun­
tary agreement for minimum wages and shorter work­
ing hours for all business.] Adoption of a volun­
tary code is far to be preferred, both because it gives 
evidence of the willingness and ability of industry 
to cooperate of its own initiative and because the 
codes prepared by the cooperative effort of an indus­
try are likely to be more intelligent and fairer to the 
industry than any general code imposed by a govern­
mental agency. Every important industry should, 
therefore, aim to be shortly in the position of being 
organized with sufficient data available as to the pres­
ent facts regarding employment, wages, production, 
costs and prices to enable it promptly to agree as to 
the essentials required by the administration for a 
code of practice to be adopted at least temporarily.
"features of a Code of Practice
"The function of accountants is to see that the re­
quisite data is available upon which the trade group 
may reach intelligent decision as to what should con­
stitute the provisions of a reasonable code. Among 
the important provisions of a code are the following:
(a) The compulsory provisions of the act. (Sect.
7, a and sect. 10, b of Title I) .
(b ) Minimum wages.
(c) Maximum hours of work.
(d ) Industrial stabilization program, including
elimination of unfair competitive practices.
(e) Procedure for enforcement.
  "At the outset the principal emphasis at Wash­
ington will be upon plans for each industry to put 
more people to work and pay them higher wages.
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Many have the idea that this situation can be ap­
proached in a leisurely way. In our opinion, speedy 
action is needed in reducing hours, setting minimum 
wages and increasing all wage levels to produce 
greater employment and higher wage totals. The 
administration cannot wait for a careful thorough 
survey of each situation before issuing orders, and 
it is better for an industry to take sound action 
voluntarily than to have enforced on it regulations 
which, if not entirely satisfactory, might be changed 
only after a long delay.
"Under the act the President has the power to pre­
scribe other necessary conditions of employment. 
Provisions for the health and the safety of the 
workers might well be included in the code, but in 
most instances the only initial provisions which are 
needed regarding labor will be embodied in the gen­
eral endeavor of the whole code to stabilize employ­
ment through fostering the profit-making power of 
the industry.
"Eventually codes of fair competition should in­
clude adequate provisions for a marketing code, 
covering such points as classification of purchasers 
with justifiable price differentials, division of market 
areas, simplification and standardization of products, 
uniform grading of products, and the like. Further­
more, provision should ultimately be made for a 
complete code of trade ethics, designed to eliminate 
price discrimination, misrepresentation, rebates, false 
invoicing, misbranding, free goods and all other 
forms of unfair competitive practices.
"Gathering the Necessary Facts
"It is obviously unsafe to reach decisions as to 
such questions as minimum wages, maximum hours 
of work, or the restrictions on selling prices or pro­
duction which might form a part of the stabilization 
program without careful study of a variety of data 
as to the actual facts covering the greater portion of 
the particular industry. It is with collecting these 
facts, seeing that they are correlated and set up on 
generally uniform basis and boiling them down to a 
workable and comprehendable volume that account­
ants can be of the most assistance at the present time.
"In order that a trade association may formulate 
its ideas as to what concrete proposals it should make 
for administration approval in regard to employment 
and other essentials of emergency codes the follow­
ing  data would be most useful.
(a ) Employment and payrolls
(1) Average number of employees at present 
and during recent years in appropriate 
uniform classifications.
(2 ) Similar classification of payrolls.
(3) Data as to minimum wages at present and
in recent years by employee groups.
(4) Data as to present and past working hours.
(b ) Production and costs
(1) Annual production data in comparable
units and in dollars over the last few 
years.
(2 ) Comparable current cost figures on a few
most representative lines or styles, broken 
down into material, labor and overhead 
costs so that some idea may be had of 
the effect thereon of increases in wage 
rates, etc. The importance of having this 
data uniform and comparable may be 
stressed and is mentioned later in this 
bulletin.
(3 ) Data as to productive capacity should be
compiled based on comparable normal 
hours of operation.
( c) Sales
Total net sales for the last few years in 
both quantities and dollars classified uniform­
ly as to the main types of products.
(d )  Financial Statements
Earnings statements for a period of years and 
balance sheets at the end of such years, for 
the purpose of showing the earning capacity 
of the business, the capital invested, and the 
capacity of the industry to absorb increased 
labor costs, or the need for reasonable price 
increases without too extended a delay.
If the industry has been fortunate enough to 
have established reasonably uniform account­
ing procedure, these financial statements in 
comparable form will be readily available, but 
if not the statements of each member must be 
adjusted to a comparable basis, so far as prac­
ticable in the time available.
"A confidential and impartial agency should col­
lect from each of the members of an association such 
data as that indicated, and should then correct and 
adjust it, and tabulate the results to produce com­
posite figures which will provide vital information 
both for use in discussions at Washington and for 
developing agreements regarding sales at cost plus a 
reasonable profit, allocation of sales, production vol­
ume, etc.
"Questions to be Decided
"Upon the basis of the collected data, the asso­
ciation should make concrete decisions on the follow­
ing points:
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(1) W hat number of hours per week (or in some
cases per month) should be set for in­
dividual employees as a maximum standard 
for the industry?
(2) W hat minimum wage should be set for the
industry?
(3) How many additional workers, both in num­
bers and percentage of the present em­
ployees, would be added if these maximum 
hours and minimum wages were set?
(4) W hat would be the additional cost to the
manufacturer through the addition of more 
workers and through pay increases?
"W ith decisions reached on these points, the as­
sociation should be able, through its authorized repre­
sentatives, to present to the President for approval a 
code of fair competition with concrete self-determined 
stipulations with regard to hours of labor, wages 
and production, with supporting facts which the 
government will require.
"Importance of Uniformity
"Probably the adoption of uniform systems of 
costing for industrial groups will eventually prove 
necessary under the supervised and organized economy 
contemplated in the recovery act. In establishing any 
initial industrial code it is hardly possible to reach 
such a degree of uniformity of opinion among in­
dustrial units that any uniform cost system can be 
devised in the brief time available. It is advisable, 
however, that certain cost data be collected in order 
properly to judge the effect on costs and profits of 
increased labor costs.
"Basic data can be compiled by making test costs 
of certain major or basic products in important styles 
and sizes. For example, there might be taken the 
cost of several basic weights and counts of gray 
goods in the textile industry, certain basic grades of 
gasoline or oils in the oil industry, or a specific grade 
and type of shoe in the shoe industry. W hile care 
must be exercised in using test costs as a comparison 
between producing units, certain basic comparative 
information can be obtained which would have to be 
sufficient for the preliminary code.
"It is to be emphasized that data as to the in­
dividual units within an industry should be all on a 
comparable and uniform basis. This is particularly 
true of any test cost studies made in connection with 
the setting of trade practice agreements; and it is 
also a point of considerable importance with respect 
to compilations of total productive capacity and of 
financial statements. The public accountants, col­
laborating with the accountants in the industry, the
executives of the trade organization and the em­
ployees of the individual companies represented there­
in are particularly equipped to secure uniform re­
sults and to resolve any conflicting accounting policies 
and theories held and adopted by the management of 
the several companies.
"Preserving Confidential Relationships
"The necessity of collecting data as to payrolls, 
sales, financial statements, production, cost, etc., has 
already been outlined and has been recognized by cer­
tain trade associations for a considerable length of 
time. This is evidenced by the reports of committees 
of industrial groups dealing with the necessity and 
form for uniform methods of costing, trade prac­
tices, etc. A  number of these reports have met with 
the approbation of the members of the associations, 
but have not been acted upon, due largely to the un­
willingness of the various producing units to place 
the intimate details of their own affairs in the hands 
of competitors.
"The solution of this difficult question seems to 
be in the use of an impartial agency to collect and 
compile data of a confidential nature and release to 
each member of a group only its own data and com­
posite figures for the group as a whole.
"Selection of Advisors
"Several striking cases have recently come to light 
in which attempts have been made to organize indus­
tries by the use of methods strongly resembling those 
of the racketeer. Business men are warned against 
individuals or organizations who claim to have politi­
cal influence and will for large fees put through 
codes for trade groups on a more favorable basis 
than the groups themselves could obtain. Profession­
al advice, not only from accountants but from 
lawyers, engineers, etc., will undoubtedly be helpful 
and necessary, but the questions involved under the 
recovery act affect so vitally the interests of all busi­
ness men that they cannot be too careful in seeing 
that their advisors are individuals or firms of the 
highest character and the broadest and best repu­
tation for professional work.”
Investigation of Racketeering
The department of justice, bureau of investi­
gation, has requested the assistance of account­
ants in an investigation of organized racketeer­
ing which is being conducted under the aus­
pices of the federal government. Members and 
associates who have encountered any form of 
organized racketeering in the course of their 
practices are invited to submit a statement of
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the case to the secretary of the Institute, who 
will in turn transmit it to the proper authori­
ties. The identity of correspondents will be 
concealed if it is desired. As complete a state­
ment as possible of the nature and extent of 
the racket is requested, but specific details are 
not necessary. At the present time the bureau 
is endeavoring to collect information which 
will indicate the types and the number of 
rackets in this country.
Elections
In the absence of protest the president has 
declared elected as of August 1st the following 
members and associates, who had been recom­
mended by the board of examiners and were 
approved by the council in a vote by mail 
ballot:
Advanced to membership:
Harold J. Beairsto, New York 
James A. Elliott, Boston 
Benjamin L. Enloe, St. Louis 
Harold C. Fechner, St. Louis 
Adolph W . Hebrank, St. Louis 
John R. Jordan, St. Louis 
Roy B. Kester, New York 
Alwin H. Schettler, St. Louis 
Walter F. Scott, St. Louis
Admitted as members:
Urban J . Albers, St. Louis
William H. Ball, Detroit
John W . Ballard, Ft. Worth
Arthur E. Blumenschine, Newark, N. J.
Robert J. Calvert, Pittsburgh
John L. Daniel, Tulsa
C. Irving Dennett, Paterson, N. J.
Allen H. Eidson, Atlanta, Ga.
Oscar Ferger, New York 
John J. Finnorn, New Orleans 
Eric A. Fredrikson, New York 
Fred W . Gilde, New York 
Erwin W . Gottenstrater, Atlanta, Ga.
Sidney J . Hayles, Atlanta, Ga.
Harold M. Heckman, Athens, Ga.
Harry W . Henry, St. Louis 
Frederick B. Hill, Norfolk, Va.
Henry Hufnagel, Chicago 
Frank E. Kohler, Chicago 
John R. McCartan, Pittsburgh 
Frank J . McManus, Boston 
Elwin MacLeod, Boston 
Robert C. Mare, St. Louis 
Charles E. Masters, Boston 
Leslie J. Meyer, St. Louis 
Raymond M. Miles, New York 
Ulysses A. Morton, Atlanta, Ga.
Norman J. Nevins, Chicago 
Thomas J. O’Brien, Jr., Savannah, Ga.
Esther Owens, Boston
Merrill C. Patten, Greenville, S. C.
Edwin G. Phelps, Kansas City, Mo.
Benjamin C. Rhodes, Troy, N. Y.
Louis H. Rosoff, New York 
A. H. Rosenkampff, New York 
Arthur B. Sanders, Wichita, Kans.
Philip Saunders, Jr., Boston 
Hugh A. Sinclair, Milwaukee 
Henry W . Sharkey, New York 
Alexander P. Smith, Tulsa 
William J. Swain, Kansas City, Mo.
William Templeton, Chicago 
Edward B. Thornton, Chicago 
Frederick S. Todman, New York 
Herbert E. Tucker, Boston 
Francis E. Welch, Providence, R. I.
Charles A. Williams, Sioux City, la.
Joseph H. Williams, Wilkes-Barre, Pa.
Lewis E. Wood, Houston, Texas
Admitted as associates:
Walter C. Askew, Jr., Savannah, Ga.
Ivan L. Beaman, Chicago 
Walter M. Bruflat, Chicago 
Dent K. Burk, Bristol, Va.
Carl R. Caldwell, Chicago 
William Gardner, Chicago 
William J. Hardman, Buenos Aires 
William W . McCallum, Chicago 
Wilfred Andrew Myrmel, Chicago 
Joseph R. Schulz, Chicago
The addition of these members and associ­
ates brings the membership of the Institute to 
the highest point which it has ever reached at 
a comparable date. The group of accountants 
just elected is the largest included in a single 
ballot since 1929.
Following is a record of the total member­
ship from the organization of the Institute to
the present d ate :
September 1, 1 9 1 6 .............................................. 1,150
, 1 9 1 7 .............................................. 1,220
, 1 9 1 8 .............................................. 1,225
, 1 9 1 9 .............................................. 1,252
, 1 9 2 0 .............................................. 1,363
, 1 9 2 1 .............................................. 1,484
, 1 9 2 2 .............................................. 1,606
, 1 923 .............................................. 1,809
, 1 9 2 4 .............................................. 1,905
, 1 925 .............................................. 2,008
, 1 9 2 6 .............................................. 2,064
, 1 9 2 7 .............................................. 2,098
, 1 9 2 8 .............................................. 2,158
, 1 9 2 9 .............................................. 2,185
, 1 9 3 0 .............................................. 2,196
, 1 9 3 1 ........................ ..................... 2,182
, 1 9 3 2 .............................................. 2,183
August 1, 1 9 3 3 .............................................. 2,201
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Andrew Allen Clarke
Andrew Allen Clarke, a charter member of 
the American Institute of Accountants, died at 
his home in East Orange, New Jersey, on July 
26th. Mr. Clarke was a certified public ac­
countant of New York. He had retired a few 
months ago as senior partner of the firm of 
Clarke, Oakes & Greenwood, New York. He 
was 84 years old.
Richard Fitz-Gerald
Richard Fitz-Gerald, a member of the 
American Institute of Accountants since 1922, 
died on July 30th. He was a certified public 
accountant of Michigan and New York, and 
at the time of his death was a partner of the 
firm of Lybrand, Ross Bros. & Montgomery, at 
Detroit.
James P. Francis
James P. Francis, charter member of the 
American Institute of Accountants and a certi­
fied public accountant of Massachusetts, died at 
his home in New Bedford, Massachusetts, on 
July 8th. He was 74 years old. For many 
years Mr. Francis was connected with the 
Chemical National Bank of New York, and 
later was auditor for the Southern Massa­
chusetts Telephone Company. He left the 
telephone company and became assistant treas­
urer of the New England Cotton Yarn Com­
pany. In 1901 he opened an office as a public 
accountant.
Bureau for Placements
In view of reports of increasing activity on 
the part of public accountants, the Institute 
again calls attention to its bureau for place­
ments, through which members and associates 
may employ college graduates whose appli­
cations have been approved on the basis of per­
sonal attributes, scholastic achievements and 
extra-curricular activities.
While the bureau has necessarily been 
quiescent during the past two years, it has con­
tinued to accept applications of outstanding 
college graduates, advising the applicants that 
while at the time there was no immediate pros­
pect of employment the applications would be 
held on file in the hope that opportunities 
might be available in the future.
In view of the limited demand the Institute 
has been unusually rigorous in the selection of 
applicants, and only a few have been accepted 
this year. At the present time a number of 
extraordinarily well qualified men are available 
through the bureau for positions with account­
ing firms.
The earlier regulations concerning minimum 
salary and minimum tenure of employment 
have been suspended in view of present con­
ditions, and these matters are now subject to 
arrangement between the applicant and the 
prospective employer.
Coöperation with Bankers
Following is the text of remarks by Philip
F. Gray, chairman of the committee on co­
operation with public accountants, at the an­
nual meeting of the Robert Morris Associates 
at Skytop, Pennsylvania, June 10, 1933:
"The most important matter to report which has 
transpired during the past year is the assistance which 
the accountants and credit men have received through 
the "new deal” . In the first place, a great deal of 
publicity has been given to the need of more com­
plete and accurately stated reports by the action of 
the New York Stock Exchange in announcing that, 
beginning July 1st, all applications from corporations 
for the listing of their securities must contain the 
certificate of independent public accountants certify­
ing to the correctness of the annual statments. The 
most outstanding example of this is, of course, the 
Allied Chemical & Dye Co. situation, and the out­
come of this case is awaited with considerable 
interest.
"Undoubtedly, the atmosphere created around the 
question of the proper presentation of statements 
will make it easier for accountants to deal with their 
clients. It will not be necessary for the accountants 
to use the old alibi "prevented by the client” so fre­
quently hereafter. For the time being, at least, ac­
countants will expect to make their statements more 
complete, clients will want them to do so, and credit 
grantors and investors will insist upon it. (N ot to 
mention directors of organizations on the eve of 
issuing securities.) It would seem that if credit men 
do not under present conditions obtain all the essen­
tial information necessary to judge a risk, they never 
will.
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"In part of his opinion on a case dealing with a 
statement claimed to be false, Judge Learned Hand 
stated:
" 'I t seems to me that in the financial statement 
of a commercial company it is misleading to incor­
porate claims due from salesmen in the item, "ac­
counts receivable”. The natural, I should suppose, 
the inevitable, interpretation of that phrase is that the 
amount so entered is the sum of the outstandings 
from dealings of the company with its customers. 
If I am asked how else these claims should appear, 
I reply that they ought to be set out as such, if they 
are to be used at all. No lender would then think 
of relying upon them as he does upon "receivables” 
arising in due course of trade; and that appears to 
me to show that the excuse for them is disingenuous. 
I would not mince words in defense of financial state­
ments; rather, I would hold bankrupts to their fair 
intendment, taken at large.'
"Thus, we are penetrating into the intent, rather 
than merely the technical correctness (or misleading 
character) of the presentation.
"The New York State Society of Certified Public 
Accountants has recently published a 'Classification 
of Accountancy Services’ which should clear up the 
meaning of the various kinds of audits. It is sug­
gested, however, that for the time being, the ac­
countant should be asked if he agrees with this 
classification before assuming that his balance-sheet 
audit or other assignment conforms to the classifi­
cation.
"During the past year, the detail work of the 
national committee on cooperation with public ac­
countants has been transferred to the Secretary, Alec 
Wall. W e have been working very closely with the 
committee of the American Institute of Accountants, 
and our national committee has been enlarged so as 
to extend the cooperation between accountants and 
bankers throughout the country. Cases can be taken 
up locally to better advantage in many instances 
where both banker and accountant are familiar with 
the subject under discussion, and the results more 
satisfactory to both arrived at by this method.
"Our local committee in New York has had sev­
eral meetings with Col. Robert H. Montgomery’s 
committee during the past year. Questions of 
mutual interest have been brought up for discussion, 
and, on the whole, we feel that the work of co­
operation has been furthered to a considerable 
extent.”
Members of the National Association of 
Credit Men have been urged to request per­
mission of their customers to discuss with the 
accountants concerned audited financial state­
ments submitted as a basis for credit. Follow­
ing is the text of a statement issued by the 
National Association of Credit Men:
"Throughout the past several years the certified 
public accountants of the country have through their 
various organizations been striving earnestly to 
standardize and improve the services which they 
offer to the public.
"Because of our reliance as credit men upon ac­
curate and intelligent audits as a basis for credit 
analysis, we heartily endorse these efforts of the ac­
counting profession to improve and elevate the 
ethical and procedural standards of their work.
"In order that we may more intelligently and 
accurately appraise the scope and significance of any 
audit submitted, we urge upon the certified public 
accountants a standardization in their certificates.
"Since the accountant is employed by the credit 
seeker, he feels primarily responsible to him, and 
therefore not free to discuss with or reveal to the 
credit grantor information that would be of tre­
mendous value in the analysis of credit except upon 
the expressed consent or request of his employer. 
We, therefore, urge upon our members that in their 
requests, if not a demand, that the accountant be 
instructed to confer with the credit grantor regard­
ing the audit submitted. Such a practice would 
assist the accountant and enable him more fully to 
serve the credit fraternity.
"Because of the dependence of credit men upon 
the full and free disclosure of accurate financial and 
related data, this convention urges upon its members 
continued and increasing insistance upon the require­
ment that the financial statement submitted by credit 
seekers bear the certificate of a certified public ac­
countant and we especially urge cooperation with 
the accountants in seeking the elimination of un­
warranted restrictions in the scope of audits to the 
end that audits shall show the true conditions of a 
business and may be properly interpreted.”
Morris C. Troper, vice-president of the New 
York State Society of Certified Public Account­
ants, was a member of the committee of the 
National Association of Credit Men which 
drafted the declaration.
Cooperation with Credit Men
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' ‘Motor Accounting Company”  
Dissolved
Announcement has been made on behalf of 
General Motors Corporation that the General 
Motors Management Service, Inc., formerly 
called the Motor Accounting Company, will 
cease its activities. The management unit had 
been organized to install a special uniform ac­
counting system for dealers and to provide 
regular audits after the system had been put 
in operation.
Accounting practices of General Motors 
dealers, it is said, are fairly well crystallized 
in permanent form, and the uniform account­
ing system has been installed in the offices of 
all dealers which are large enough to require 
and support that system. New installations 
have greatly decreased, and only the function 
of auditing remains. This will henceforth be 
carried out through independent accounting 
firms. It is announced that General Motors 
will request independent accountants who 
audit the accounts of dealers to adhere to the 
standard accounting procedure evolved during 
General Motors’ ten years of activity in dealer 
management. This stipulation is said to be 
based upon the necessity of uniformity of ac­
counting routine among all dealers, an integral 
part of the entire management program. It is 
said that a number of "dealer accounting super­
visors” will remain in the field for a time to 
serve as liaison agents between the dealers, the 
independent accountants and the General Mo­
tors Corporation.
Beginning in 1923 the General Motors Cor­
poration developed a standard accounting sys­
tem for dealers, and through the General Mo­
tors Management Service, Inc., provision was 
made for installing the system as well as for 
continuous training and supervision of book­
keepers in proper maintenance of the system. 
All developments aimed at the single goal— 
uniform accounting—to provide a cross section 
of facts from which broad guiding principles 
of management might be drawn.
The system is said to have succeeded 
in accomplishing the purposes for which it 
was intended, but since the auditing unit has 
substantially served its purpose it is now be­
ing abandoned. It is stated that the General 
Motors Corporation believes that as a matter
of good business practice dealers should con­
tinue to have their books audited periodically, 
and the corporation desires to cooperate with 
members of the accountancy profession who 
may undertake this work. Information regard­
ing the recommended procedure to be followed 
by accounting firms which desire to enter this 
field may be obtained from the manager of the 
dealer business management department in the 
nearest zone office maintained by the various 
General Motors car divisions, or from the home 
offices in the General Motors building at 
Detroit.
International Congress on Accounting
The following representatives of the United 
States were present at the fourth international 
congress on accounting held at London, July 
17-21, 1933: Alexander S. Banks, John Berg,
C. P. Carruthers, W. Sanders Davies, A. S. 
Fedde, H. B. Fernald, John F. Forbes, D. L. 
Grey, E. H. Griswold, F. F. Hahn, James Hall, 
Henry Rand Hatfield, David Himmelblau, 
Robert H. Montgomery, J. C. Myer, George S. 
Olive, Maurice E. Peloubet, A. P. Richardson, 
Charles F. Rittenhouse, Walter A. Staub, An­
drew Stewart, Arthur C. Upleger, James F. 
Welch and Leon E. Williams.
The proceedings opened with a service at 
Westminster Abbey the morning of July 17th, 
which was conducted by the Dean of the Ab­
bey. His Grace the Lord Archbishop of York 
delivered the sermon.
In the afternoon the proceedings were 
opened by the Right Hon. Lord Plender, presi­
dent of the congress. He called upon the sec­
retary, the Hon. George Colville, to read mes­
sages of goodwill from accountants and ac­
countancy societies in various parts of the 
world, including the United States, Hungary, 
India, Poland, New Zealand, Essen, Ontario 
and Johannesburg. The president then de­
livered an address of welcome to which John
F. Forbes, president of the American Institute 
of Accountants, responded on behalf of the 
American delegation.
Representatives of the following nations also 
acknowledge the address of welcome: South 
Africa, Germany, New Zealand, Austria, 
Canada, France, Italy, Japan, Mexico, Norway, 
Holland, Poland, Rumania, Sweden, and 
Czecho-Slovakia.
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In the evening there was a reception at 
Grosvenor House at which the guests were re­
ceived by Lord and Lady Plender and Sir James 
and Lady Martin.
At the opening business session on Tuesday, 
July 18th, a paper on "International finance” 
by Sir Josiah Stamp, was presented and dis­
cussed. At the same session a paper by A. E. 
Cutforth, on "Exchange fluctuations in re­
lation to accounting as regards operating results 
and asset values”, was presented for discussion.
After luncheon at Grosvenor House, William 
Cash delivered a paper on "The control of 
charges and profits of statutory undertakings, 
in (1) private or (2) public ownership and 
the accounts relating thereto, e. g., (a) rail­
ways; (b) docks and harbors; (c) water; (d) 
gas; (e) electricity; (f) tramways”.
In the evening there was a theatre party.
On the following day Sir Albert Wyon de­
livered a paper on "Holding and subsidiary 
companies. Accounting principles involved in 
the treatment of earnings and valuation of 
holdings”, and W. Annan submitted a paper 
on "Accounting as an aid to commerce”. A 
paper on "Mechanical accounting” by Robert 
Ashworth was considered at the same session.
After luncheon C. Hewetson Nelson de­
livered a paper on "Capitalist combinations in 
industry—in the light of present-day needs.”
In the evening there was a banquet in Guild­
hall.
"The auditor’s responsibility in relation to 
balance-sheets and profit-and-loss accounts” 
was the subject of discussion at the opening 
session on July 21st. Henry Morgan presented 
a paper which discussed the matter from the 
British point of view. Robert H. Montgomery 
presented the American point of view and a 
paper by W. Voss gave consideration to the 
continental viewpoint. In the afternoon papers 
by H. G. Howitt and A. S. Fedde were pre­
sented, on "Depreciation and obsolescence; 
methods of dealing with the same including 
annual appraisals”.
Copies of all the papers had been issued to 
the delegates prior to the sessions and their con­
tents were summarized by the authors as a basis 
for discussion during the formal sessions 
themselves.
Members of the American Institute of Ac­
countants who intend to accept the invitation 
of the Dominion Association of Chartered Ac­
countants to attend its annual meeting at 
Edmonton and Jasper Park, August 28th to 
September 1st, are requested to notify the secre­
tary of the Institute at once, who in turn will 
advise the secretary of the Dominion Asso­
ciation.
The American Institute of Accountants will 
be officially represented by John F. Forbes, 
president.
Headquarters of the meeting will be at the 
Macdonald hotel, Edmonton. Following is the 
program of the meeting:
Monday, August 28th (Edmonton)
9:30 a.m. Meeting of council
1:00 p.m. President’s luncheon to council members 
2:30 p.m. Meeting of council (continued)
8:30 p.m. Committees of council 
8:30 p.m. Informal reception to visiting members 
and ladies at Macdonald hotel
Tuesday, August 29th (Edmonton)
8:30 a.m. Registration
9:30 a.m. First general session
Addresses of welcome 
Address of the president 
Report of council 
Report of committees
(1) Executive committee
(2) On constituent societies
(3) Magazine committee 
12:30 p.m. Adjournment
12:45 p.m. Photograph 
1:00 p.m. Luncheon as guests of the Institute of 
Chartered Accountants of Alberta 
2:00 p.m. Golf at Mayfair country club 
7:30 p.m. Dinner dance at Macdonald hotel (in­
formal)
Wednesday, August 30th (Edmonton)
9:30 a.m. Second general session
Reports of committees, continued
(4) Finance committee
(5) On ethics, conduct and dis­
cipline
(6) Registration committee 
12:30 p.m. Adjournment
1:00 p.m. Luncheon
Annual Meeting, Dominion Associa­
tion o f Chartered Accountants
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2:30 p.m. Third general session
Discussion on "Responsibilities of 
auditors,” opened by Geo. C. Mc­
Donald, C.A., vice-president of the 
association 
Address, "The student body as a fac­
tor in the profession,” by Walter J. 
Macdonald, C.A.
Meeting of council 
7:30 p.m. Annual dinner of Dominion Association 
(formal)
Thursday, August 31st (Jasper)
7:00 a.m. Train to Jasper, Alberta, arriving 1:00 
p.m.
Golf and scenic drives to beauty spots 
7:30 p.m. Dinner (informal)
Friday, September 1st (Jasper)
Miscellaneous program for entertainment of visitors 
Numerous entertainments will be provided for 
lady visitors including a motor trip to Elk Island 
Park. In view of the bathing and swimming facilities 
at Elk Island Park and Jasper, it is suggested that 
bathing costumes be brought.
Louisiana State Board
Emile Bienvenu has been appointed president 
of the state board of certified public account­
ants of Louisiana to fill a vacancy caused by 
the resignation of Archie M. Smith.
N EW S OF LOCAL SOCIETIES
California
The following organizations held a joint 
meeting at the Mona Lisa, Los Angeles, on 
July 10th: National Association of Cost Ac­
countants, California State Society of Certified 
Public Accountants, Petroleum Accountants 
Society, Beta Alpha Psi Accounting Fraternity, 
Society of Industrial Enginers. G. F. Mc- 
Donogh of the Los Angeles Chamber of Com­
merce was chairman of the meeting.
The following addresses were delivered: "A 
general analysis of the recovery act,” by D. J. 
Williams; "Accounting for costs under the re­
covery act,” by F. J. Knoeppel; "Code of the 
baker’s industry,” by W. E. Fowler; "Social 
aspects of new legislation,” by Manchester 
Boddy.
Los A n g e l e s
The next regular meeting of the Los Angeles 
chapter of the California State Society of Cer­
tified Public Accountants, September 11 , 1933, 
will be devoted to consideration of the federal 
securities act.
Sa n  F r a n c isc o
The San Francisco chapters of the California 
State Society and the National Association of 
Cost Accountants held a joint dinner meeting 
at the St. Francis hotel on July 25th. The sub­
ject under discussion was the national indus­
trial recovery act.
Connecticut
At a recent meeting of the Connecticut 
Society of Certified Public Accountants the 
committee on professional ethics submitted a 
report dealing with the interpretation of certain 
sections of the society’s by-laws relating to the 
code of ethics. The board of governors ac­
cepted part of the report and presented the 
following as an official interpretation of the 
by-laws (code of ethics) :
"1. ADVERTISING.
"RESOLVED, That a card is hereby defined 
as an advertisement which sets forth the name, 
title or other professional affiliation and ad­
dress of the advertiser, without further amplifi­
cation. In the case of announcements of a 
change of address or personnel the same shall 
be limited to a plain statement of the fact. 
Such cards, when appearing in newspapers shall 
not exceed two columns in width and three 
inches in depth; when appearing in magazines, 
directories and similar publications, such cards 
shall not exceed one-quarter page in size.
"2. PUBLICITY.
"RESOLVED, That any publicity (otherwise 
than as defined in paragraph one) shall be 
undertaken only by the Connecticut Society of 
Certified Public Accountants. Until such time 
as the Society undertakes on behalf of its mem­
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bers, a definite program of publicity, members 
may issue such publicity as may have been sub­
mitted to and approved by the Committee on 
Professional Ethics.”
The society held a dinner meeting on July 
21st at the Wilcox Pier restaurant, Savin Rock. 
The following persons spoke on the national 
industrial recovery act and the new banking and 
securities acts: Thomas M. Steele, president of 
the First National Bank & Trust Company, 
Olin Glen Saxon, professor of business admin­
istration at Yale, and Seth Hadfield.
New Mexico
The annual meeting of the New Mexico 
Society of Certified Public Accountants was 
held on July 8th. Following are the newly 
elected officers: Lon M. Fletcher, president; J. 
Bryan Stephenson, vice-president; Rodney B. 
Horton, secretary-treasurer. The following 
directors were elected: Guy A. Douglass, C. L. 
Linder, Ernest Reynolds and Fred R. Gould.
Pennsylvania
P h il a d e l p h ia
A meeting of the Philadelphia chapter of the 
Pennsylvania Institute of Certified Public Ac­
countants was held on July 19th. Adrian F. 
Sanderbeck, president of the Pennsylvania In­
stitute, addressed the members briefly on the 
aims of his administration. He asked for the 
cooperation of the members in an effort to in­
crease the membership of the institute. He 
stated that recent legislation, both state and 
federal, had drawn the attention of the public 
to the profession of accountancy and expressed 
the belief that it might be advisable to pub­
lish a series of articles to inform the public as 
to what should be expected of certified public 
accountants, pointing out their qualifications 
and limitations. Charles L. Turner, vice-presi­
dent of the Institute, spoke on the practical 
aspects of new legislation, especially that relat­
ing to taxes. He also discussed bulletins issued 
by the national recovery administration. Mr. 
Turner expressed the thought that the capital- 
stock and excess-profits tax under the national 
industrial recovery act would be retained by 
congressional re-enactment after the end of the 
present crisis.
During the afternoon the members present 
participated in a golf tournament and tennis 
matches. There were about 60 persons present.
ANN O UN CEM ENTS
Beard & Abney announce the removal of 
their offices to 90 Broad street, New York.
On July 1, 1933, Henry A. Horne became 
a member of the firm of Webster, Horne, 
Blanchard & Taylor, 50 Broadway, New York.
John C. Oswald announces the opening of 
an office in the Standard Bank building, Van­
couver, B. C.
David B. Peter announces the opening of an 
office for the practice of accountancy on his 
own account at 1114 Federal Reserve Bank 
building, Kansas City, Missouri.
Hugh A. White, Edwin H. Bower and Harry 
M. Prevo have formed a partnership to be 
known as White, Bower & Prevo with offices at 
2057 First National Bank building, Detroit.
Announcement has been received of the for­
mation of a partnership by R. D. White and 
J. D. Currie under the firm name of White & 
Currie with offices at 1809 Northern Life 
Tower, Seattle, Washington.
Gustave A. Wuerfel and the Carpenter Audit 
Company announce the consolidation of their 
accounting practices under the name of Gus­
tave A. Wuerfel, with offices at 475 Fifth ave­
nue, New York.
John W. Roberts, New York, will read a 
paper entitled "Building permanent prosperity” 
before the economic conference for engineers 
conducted by Stevens Institute of Technology 
on August 16th at Johnsonburg, N . J.
T. Edward Ross has been elected to the board 
of directors of the Better Business Bureau of 
Philadelphia, Inc.
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AM ERICAN  IN STITU TE OF ACCO U N TAN TS
Annual Meeting
The committee on meetings of the American 
Institute of Accountants, consisting of Archie 
M. Smith, chairman, Henry Jumonville and 
George A. Treadwell, reports that with the co­
operation of various committees of the Society 
of Louisiana Certified Public Accountants it has 
virtually completed the program of entertain­
ment for the annual meeting to be held at New  
Orleans, October 16-19, 1933. The program 
of business was published in the August 
Bulletin.
Reception and registration of visitors will 
take place on Sunday and Monday, October 
15th and 16th. On Tuesday, October 17th, 
the day of the first general session, a luncheon 
will be arranged at the famous restaurant La 
Louisiane in the Vieux Carre. In the evening 
there will he dinner and dancing at the Club 
Forest, perhaps the most popular night club in 
New Orleans. The annual banquet will take 
place on Wednesday evening, October 18th, at 
the Roosevelt hotel. The annual golf tourna­
ment has been arranged for the afternoon of 
Thursday, October 19th, following the close of 
the business sessions.
Sightseeing trips will be arranged on Mon­
day, October 16th, for those who are not 
familiar with New Orleans, and special 
arrangements have been made for the enter­
tainment of ladies by a special committee of 
the Louisiana Society of which Mrs. George 
Treadwell is chairman. Thomas A. Williams 
is chairman of the arrangements committee of 
the Society of Louisiana Certified Public 
Accountants.
C o r r e c t io n s  i n  B u s in e s s  P r o g r a m
The program of business published in the 
August Bulletin has been altered in several 
particulars. In addition to the Hon. T. Semmes 
Walmsley, mayor of New Orleans, and Thomas 
A. Williams, chairman of the arrangements 
committee of the Louisiana Society, Louis A. 
Pilie, recently elected president of the Society 
of Louisiana Certified Public Accountants, will 
deliver an address of welcome at the first busi­
ness session on October 17th.
A. A. Berle, Jr., who will deliver the prin­
cipal address at the business session Wednes­
day, October 18th, has announced that his sub­
ject will be "Public interest in accountancy.” 
The principal address at the annual banquet 
on October 19th will be delivered by Dr. John 
M. McBryde, dean of the graduate school, 
Tulane University.
D is c u s s io n  L e a d e r s  
Various members of the Institute have been 
invited to lead discussion of the several ad­
dresses to be delivered at the business sessions. 
Emile Bienvenu, of the Louisiana state board 
of accountancy, has been asked to lead the dis­
cussion of an address on "Problems of inter­
state practice” by Will-A. Clader, chairman of 
the Institute’s committee on state legislation, 
at a meeting of representatives of state account­
ancy boards in the evening of Monday, October 
16th.
Arrangements are being made for discussion 
of the position of accountants under the federal 
securities act of 1933, following an address 
by Spencer Gordon, Washington, D. C., of 
counsel for the Institute.
Walter Mucklow, Jacksonville, vice-president 
of the Institute, has been invited to lead dis­
cussion of an address on municipal and govern­
mental accounting by Lloyd Morey of the 
University of Illinois.
Norman L. McLaren, San Francisco, will 
comment on an address entitled "Accountants 
and the recovery act” by C. O. Wellington, 
New York.
Walter A. Staub, New York, has been in­
vited to lead discussion of an address on 
"Public interest in accountancy” by A. A. 
Berle, Jr., attorney, teacher and advisor to the 
government.
Discussion of a paper on "Current assets and 
liabilities,” by Anson Herrick, San Francisco, 
will be led by Charles F. Rittenhouse, Boston.
Charles B. Couchman, past president of the 
Institute, has been invited to lead discussion 
of a paper on "Shortcomings of present forms 
of balance-sheet and profit-and-loss statement” 
by W. A. Paton, of the University of Michigan.
T r a n s p o r t a t io n  
A special rail-water circle tour is being ar­
ranged for members who will travel to New  
Orleans from eastern cities. A group willl 
leave New York on the "Crescent Limited,” on
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the evening of October 13th, and will arrive 
at New Orleans on Sunday morning, October 
15th. The train may be joined at Philadelphia 
or Washington. The special party will make 
the return trip by a United Fruit Company boat 
leaving New Orleans Saturday, October 21st, 
stopping at Havana from October 23rd to 26th, 
and arriving at New York on Sunday, Oct. 29.
Special all-expense fare for the complete 
round trip (excluding pullman accommoda­
tions and meals on train) will be $161.16 and 
up. Members who prefer to make the trip 
both ways by water may leave New York on 
October 5th, reaching New Orleans Monday, 
October 16th, with a six-day stopover at 
Havana. Detailed information is available 
upon request.
A cruise is also being arranged for members 
from the west and middle west, leaving New  
Orleans on the same boat occupied by the party 
bound for New York, and returning direct to 
New Orleans after a short stop at Havana.
G o l f
The regular go lf match between teams repre­
senting state societies and chapters of the Insti­
tute for possession of the Missouri golf trophy 
will be played on Thursday afternoon, 
October 19th. Invitations have been mailed to 
the secretaries of state societies and chapters, 
with the request that the entries of teams be 
mailed before October 1st. The tournament 
is conducted on the basis of medal play, and 
the team with the lowest aggregate gross score 
will be declared the winner and will hold the 
cup for the ensuing year. The trophy is now 
in possession of the Missouri Society of Certi­
fied Public Accountants, which recovered it 
from the New York State Society at the tourna­
ment at Kansas City in October, 1932.
At the same time the annual individual tour­
nament will be played, and scores of members 
of teams competing in the Missouri trophy 
match may be submitted also in the individual 
handicap tournament. Suitable prizes will be 
awarded.
The entrance fee for each player, which will 
cover the cost of luncheon, greens fee and cad­
die fee, is $5.
R. J. LeGardeur, 803 Baronne building, 
New Orleans, is chairman of the golf commit­
tee and entries should be mailed to him prior 
to October 1st.
Following is the text of the report of the 
committee on nominations presenting its recom­
mendations for the election of officers and 
council members for the fiscal year 1933-34:
To The American Institute of Accountants: 
Gentlemen:
Your Committee on Nominations submits the fol­
lowing list of nominees for your consideration and 
respectfully recommends their election at the annual 
meeting to be held in October, 1933:
PRESIDENT:
Jo h n  F. Fo rbes , C aliforn ia
VICE-PRESIDENTS:
P. W . R. G lo ver , New York 
E l m e r  L. H a t t e r , Maryland
TREASURER:
A l l a n  D a vies , N e w  Y ork
COUNCIL FOR FIVE YEARS:
G eo rge A r m ist e a d , Houston 
Le w is  A s h m a n , Illinois 
R o b e r t  L. B r ig h t , Knoxville 
W il l-A . C lad er , Pennsylvania 
E u st a c e  Le M aster , Washington 
P h il ip  N. M il le r , New York 
H e r b er t  M. T e m p l e , Minnesota
COUNCIL FOR TW O YEARS:
(To fill vacancy)
Car l  P e n n e r , W isco n sin
COUNCIL FOR ONE YEAR:
(To fill vacancy)
A r c h ie  M. Sm it h , Louisiana
AUDITORS:
C h a r l e s  H. T o w n s , New York 
T h e o d o r e  K r o h n , New Jersey
Each of the above nominees has expressed his will­
ingness to serve if elected.
Respectfully submitted,
W . S a n d e r s  D a v ie s ,  Chairman 
J a m e s  J. H a s t in g s  
J. P. G o d d a rd  
H . W . H e n n e g in  
W . P. H i l t o n  
A l f r e d  P. W a r d  
T . D w i g h t  W i l l i a m s
Nominations
June 9, 1933
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Frederick G. Colley
Frederick G. Colley, a charter member of the 
American Institute of Accountants, died at 
Wimbledon, England, on September 2nd. Mr. 
Colley was a resident of Yonkers, New York, 
and at the time of his death was a partner 
of Arthur Young & Co., New York. He was 
a certified public accountant of Arkansas, Cali­
fornia, Michigan, Minnesota, Missouri, New  
York, Texas and Wisconsin.
Francis C. Derby
Francis C. Derby died at his home in Burl­
ington on August 12th. Mr. Derby was ad­
mitted to the American Institute of Account­
ants in 1929, and was a certified public ac­
countant of New Hampshire and Vermont. At 
the time of his death he was vice-chairman of 
the Vermont state board of accountancy and 
was in practice on his own account in Burling­
ton.
Henry N. Holdsworth
News of the death of Henry N. Holdsworth 
in December, 1932, has just been received. Mr. 
Holdsworth was a charter member of the Insti­
tute. He was a certified public accountant of 
Iowa, and had been in practice on his own 
account at Iowa City.
George R. Lamb
George R. Lamb, a charter member of the 
American Institute of Accountants, died at his 
home in Cincinnati on August 19th. He was 
68 years of age. Mr. Lamb held the first cer­
tified public accountant certificate issued by the 
state of Ohio. At the time of his death he was 
a partner of Lamb & Byers.
James P. Rooney
James P. Rooney, an associate of the Ameri­
can Institute of Accountants since 1926, died 
on August 15th. He was a certified public 
accountant of Connecticut.
The fall examinations of the American Insti­
tute of Accountants will take place November 
16 and 17, 1933. Persons who wish to sit 
for the examinations on those days should file 
their applications not later than October 1st.
Change in By-Laws Suggested
The following excerpt from the report of 
the committee on by-laws suggests an amend­
ment which would permit reinstatement of 
members dropped for non-payment of dues 
who shall apply within six months after termi­
nation of membership and pay a penalty fine 
of $ 10 :
"At the suggestion of the executive committee your 
committee on by-laws submits herein a recommenda­
tion for amendment of Article V, Section 3, to pro- 
vide specifically a procedure with respect to reinstate­
ment to membership or associateship of persons who
(a) have resigned or (b) have ceased to be mem­
bers or associates for non-payment of dues and other 
obligations to the Institute.
"The section in question will, after the suggested 
amendment, read as follows:
Article V
"Section 3 (a ) . A member or an associate who 
shall resign while in good standing may be rein­
stated by a three-fourths vote of the members of 
council present and voting at any regular or special 
meeting of council, provided the person applying 
shall submit with his application for reinstatement 
the amount of dues and assessments, subscriptions, 
etc., not in any case to exceed $25, which would 
have been payable by him if he had continued in 
membership from the time of resignation to the date 
of application for reinstatement.
" (b ) The executive committee, in its discretion, 
may reinstate a member or an associate whose mem­
bership shall have been forfeited for non-payment 
of dues or other sums due by him to the Institute, 
provided that application shall be made within six 
months from the date of termination of membership, 
and provided that the person applying shall submit 
with his application for reinstatement the amount of 
dues and assessments, subscriptions, etc., which would 
have been payable by him if he had not forfeited 
his membership, plus a fine of $10.
" (c ) No person shall be considered to have re­
signed while in good standing if at the time of his 
resignation he was in debt to the Institute for dues 
or other obligation. A member submitting his resig-
Examinations
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nation after the beginning of the fiscal year, but 
before expiration of the time limit for payment of 
dues or other obligation, may attain good standing by 
paying dues prorated according to the portion of the 
fiscal year which has elapsed, provided obligations 
other than dues shall have been paid in full.
"Your committee approves these changes in the 
by-laws and recommends that they be adopted.”
Under the existing by-laws a member 
dropped for non-payment of dues may not be 
reinstated and can be re-admitted to the Insti­
tute only by submitting a new application to 
the board of examiners, accompanied by the 
regular initiation and examination fees. The 
proposed amendment will be submitted at the 
annual meeting of the Institute, October 17th.
Vice-president to Speak Before 
Securities Commissioners
Frederick B. Andrews, Chicago, vice-presi­
dent of the American Institute of Accountants, 
has accepted an invitation to deliver an address 
at the annual meeting of the National Asso­
ciation of Securities Commissioners at Milwau­
kee, September 19th. Mr. Andrews will speak 
on "The public accountant and the investing 
public.”
Cooperation with Bankers,
At a recent joint meeting, the St. Louis chap­
ter of the Robert Morris Associates presented 
to the St. Louis chapter of the Missouri Society 
of Certified Public Accountants a number of 
questions based on cases which had been 
brought to the attention of the banker’s com­
mittee on cooperation with public accountants, 
and in turn the accountants submitted certain 
questions to the bankers’ group. The ques­
tions and the answers to them have been made 
available for publication, and are reprinted as 
follows for the information of members and 
associates of the American Institute of 
Accountants:
Questions submitted by bankers and replies thereto 
presented by accountants.
Question No. 1 :
A sizable corporation with its head office in Chi­
cago, and whose paper was sold on the open market, 
had its books audited by a firm of accountants of 
national reputation and was furnished a balance- 
sheet showing the condition of this business as at
December 31st. The corporation had a strong cash 
position and there was $100,000 of notes payable 
maturing January 2nd. These notes payable were 
not disclosed in the balance-sheet, and a similar 
amount had been deducted from the cash account. 
Was the accountant justified in eliminating this 
liability even though funds were on deposit at the 
bank or broker’s office where the paper was payable?
Answer:
The auditor is charged with the responsibility of 
showing all facts respecting the financial condition 
existing as at the date of the balance-sheet, and as 
the liability had not been discharged at December 
31st, it would appear from the question submitted 
that the item of $100,000 of notes payable should 
have been shown. The item might be shown in one 
of three ways, e. g.:
(1) Inclusion under current liabilities.
(2 ) Inclusion under current liabilities after sub­
total of all other current liabilities.
(3 ) As a footnote on the balance-sheet.
If the money had been deposited with the banker 
or broker a notation should have been made at the 
foot of the balance-sheet to that effect, as apparently 
the company was contingently liable until the notes 
had actually been paid. In this connection, how­
ever, ordinarily the accountant would have an oppor­
tunity of seeing that the payments had actually been 
made to the note holders before the completion of 
the audit.
Question N o. 2 (a ) :
Is there any justification for an auditor placing 
cash value of life insurance under current assets in 
a balance-sheet when such insurance is deposited 
with the trustee under the bond indenture provi­
sions?
Answer:
There appears to be no justification for including 
cash value of life insurance in current assets under 
the conditions stated in the question. Nor should 
it be so treated in the ordinary cases where it is car­
ried without assignment and the beneficiary business 
is a going concern.
I am of the opinion that cash value of life insur­
ance should be placed under current assets in a bal­
ance-sheet only when a liquidation has been ordered 
or is in process and cancellation and surrender of 
the policy have been authorized.
W hile the asset may be current from the viewpoint 
that the cash value of the policy may be immediately 
realized, this procedure is not customary or desirable
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in view of the fact that the policy has been pur­
chased for protection rather than as a liquid asset.
In case a loan has been made from the insurance 
company on the policy, the cash value may be re­
flected on the balance-sheet among investments with 
the amount of the loan shown as a deduction.
Question No. 2 ( b ) :
In the treatment of life insurance whose cash- 
surrender value is shown on a balance-sheet, should 
not the accountant in the detailed report show what 
disposition is to be made of the proceeds in event of 
death of the insured, particularly when such pro­
ceeds under specific provisions of the board of di­
rectors are to be used to buy out the deceased stock­
holder’s interest or used for some other specific pur­
pose?
Answer:
Ordinarily, no specific purpose is indicated as to 
the use of the proceeds of life insurance other than 
that the money is to be paid to the beneficiary cor­
poration, and disposition may not be determined by 
the directors until events and circumstances bring 
about a realization of the proceeds.
W hen the item of cash surrender value of life in­
surance is pledged, it should be so "earmarked” on 
the balance-sheet and the detailed report should con­
tain some comment relative thereto.
Similarly, as in the case stated in the question, 
where specific instructions of the board direct that 
the proceeds be used to purchase the deceased stock­
holder’s interest, a notation should appear on the 
balance-sheet to the effect that "proceeds when 
realized appropriated by board of directors to the 
purchase of stockholder’s interest,” amplified in the 
report as conditions might warrant.
The information is of interest to stockholders not 
in close touch with the affairs of the business, as 
well as to the company’s bankers.
Question N o. 3 :
Quite frequently, because the books so reflect, the 
equity or the investment in stock of a company own­
ing the property in which their business is domiciled 
is set out by the accountant without reference to the 
book value of the real estate or plant, and the amount 
and maturity of the mortgage there against. Is the 
accountant justified in showing the equity rather than 
spreading the item broad or showing the stock in­
vestment without information as to book value of 
property and amount of mortgage?
Answer:
A corporation which owns the stock of another 
corporation, that owns an equity in property of which
the business of the parent corporation is domiciled, 
is not essentially different from a corporation that 
owns all of the stock of any subsidiary corporation.
The balance-sheet of the parent corporation is not 
complete without the balance-sheet of the subsidiary. 
Preferably a consolidated balance-sheet with the con­
sequent eliminations should be submitted. Balance- 
sheet should show details of both companies.
Where a consolidated balance-sheet is not prepared 
then a balance-sheet of the parent corporation should 
show that the stock of the subsidiary is a real estate 
holding corporation and the certificate or the report 
with the balance-sheet should set out the details of 
the subsidiary showing gross value of the real estate 
less depreciation and the mortgage thereagainst with 
the date of maturity.
In the event that the parent corporation is con­
tingently liable for the payment of the mortgage in 
case of default by the subsidiary then the aforesaid 
balance-sheet shtould show that contingent liability.
Question No. 4 :
It is accepted accounting practice, which has the 
approval of the federal reserve board’s model of 
financial statement, to deduct discounted receivables 
on the face of the balance-sheet and show them be­
neath the balance-sheet as a contingent liability. 
Admitting that this practice is general, it still seems 
that at times it leads to very serious abuses. This 
practice has at times led to these items being left 
entirely out of the statement in some cases, and this 
might easily happen when the auditor was not in­
formed and did not uncover the fact that the re­
ceivables had been rediscounted. Would it not be 
preferable to show the total bills receivable in assets 
in the balance-sheet, and on the liability side to indi­
cate the rediscount liability?
Answer:
Paragraph 19 of the federal reserve bulletin states: 
"19. W hen notes receivable are discounted the 
company usually has a contingent liability which 
should appear on the balance-sheet as a footnote 
under the heading 'contingent liabilities.’ Lists 
of discounted notes not matured at the date of the 
examination should be obtained from the holders 
in order to verify the company’s records.”
It would seem necessary for us to take into con­
sideration just what the legal facts are in connection 
with the discounting of a note, that is, whether they 
are indorsed "with” or "without recourse.” Where 
the notes receivable are discounted "without re­
course,” the matter of contingent liabilities does not 
come up; but where they are indorsed "with re­
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course,” this fact should be stated when presenting 
the financial condition of a company as of any given 
date.
It is assumed that the notes would be entitled 
to current asset classification and that in the presen­
tation of the balance-sheet it contains a footnote 
"The X  company is contingently liable for notes 
receivable discounted in the amount of $ ...................”
The question presented by the Robert Morris 
Associates is "W ould it not be preferable to show 
the total bills receivable in 'assets’ in the balance- 
sheet, and on the liability side to indicate the dis­
count liability.”
No indication is given as to the place to be ac­
corded these items on the balance-sheet. It will be 
of interest to trace just what the effect will be of 
carrying out this suggestion. If it is contemplated 
that a separate caption be set out on the balance- 
sheet on both the asset and liability side, this treat­
ment would be satisfactory as both items would be 
for the same amount and it would not be reflected 
in any ratio computation. It would seem, however, 
that the information would be just as available if 
the extent of the contingent liability were disclosed 
in a footnote.
The objection to setting up a separate caption is 
that the items would appear under headings of 
"assets” and "liabilities” without, however, meeting 
the test of the definition of either of these terms, 
since the notes, being out of the possession of the 
company, are no longer assets of the company and 
the liability at the date of the balance-sheet is only 
a contingent one.
If the items are to be included with other notes 
receivable, it is evident that this treatment would 
necessitate that the item of "notes receivable” be 
classified as to (1) notes receivable on hand, (2) 
notes receivable discounted as per contra, and show 
among the current liabilities a contra amount of notes 
receivable discounted equal to the amount of item 
( 2 ).
This treatment would increase the amount of the 
current assets and the current liabilities by the 
amount of the notes receivable discounted, and will 
in many cases materially affect the ratio of current 
assets to current liabilities.
Since the purpose of the balance-sheet is to reflect 
the financial condition as a going business as of a 
given date, it would appear that the balance-sheet 
would reflect such financial condition with respect to 
notes receivable discounted more accurately, by not 
distorting the relationship of current assets to cur­
rent liabilities. If the auditor’s investigation de­
termines that in the ordinary course of business these 
discounted notes were being paid at maturity and 
the discounting company was not called upon to 
meet the notes at the maturity date, it is believed that 
the financial condition is more clearly expressed 
when the notes receivable discounted contingent 
liability is disclosed as a footnote on the balance- 
sheet.
It seems that the question has been submitted be­
cause these items have been left entirely out of the 
statement in some cases and this condition is ap­
parently blamed on the method of setting up the 
balance-sheet.
It is frankly admitted that the substitute proposals 
submitted here would not prevent the item from being 
omitted from the statement if the same condition ex­
isted as disclosed by the question, namely, "when 
the auditor was not informed and did not uncover 
the fact that the receivables had been rediscounted.” 
The auditor’s failure to discover that notes receivable 
had been rediscounted was no doubt due to the 
manner in which the accounts of the company re­
corded the transaction. If the proceeds received 
from the sale of notes receivable were credited to the 
notes receivable control account on the books of the 
company, the failure of the auditor to discover this 
would probably be duplicated even if the substitute 
proposals of treatment on the balance-sheet here dis­
cussed would be adopted. The only way to remedy 
this would be to have the company credit the pro­
ceeds received from discounting notes receivable to 
a "Notes receivable discounted account” representing 
the total contingent liability and charging this ac­
count (with a corresponding credit to the "notes 
receivable account” ) after the maturity date, for the 
amount of such notes receivable which matured, 
upon which the contingent liability has been erased. 
Under this method of accounting the auditor could 
not help but discover the amount of contingent 
liability, or that the firm was following the practice 
of discounting its notes receivable.
It would, therefore, appear that the suggestion for 
a change should be to the corporation to follow cor­
rect accounting treatment of transactions involving 
the discounting of notes receivable and the auditor’s 
difficulty will disappear.
It is of interest to note that the American Accept­
ance Council in a pamphlet entitled "Trade accept­
ance bookkeeping and accounting procedure” outlines 
an accounting treatment for trade acceptances dis­
counted in line with the procedure suggested above 
for notes receivable, so as to have the accounts of 
the company clearly reflect the contingent liability.
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Questions submitted by accountants, and replies there­
to presented by bankers.
Question No. 1 :
Do you think that there is any danger in the 
American Bankers Association or any other body lay­
ing down a rule as to what are the minimum re­
quirements of an audit?
Answer:
There would seem to be little difficulty in answer­
ing this question, and the correct answer, I feel sure, 
is No. For one thing, the A. B. A. has more than 
a few other problems on its hands, to which it is 
giving primary attention at this time. Then again, 
the association is composed in the main of men of 
intelligence, who while they claim to know their own 
business, are equally quick to admit that the account­
ants know theirs.
In discussions between bankers and accountants, 
the bankers have at times been inclined to ask some 
very direct questions and have expressed perhaps 
overly-blunt opinions as to what the scope of an 
audit should be. In some cases, the bankers prob­
ably went beyond bounds, but it is to be borne in 
mind that these questions and opinions have been 
voiced by bankers unofficially and as individuals, and 
have not necessarily constituted the sentiments of 
any society or organization of bankers.
So far as our local bankers are concerned, it will 
be conceded, I believe, that while in meetings such 
as this, they have perhaps at times suggested that 
the auditors do the impossible or impractical, they 
have on the other hand, been very willing and quite 
able to see the light when the question was analyzed 
for them by the auditors. This attitude on the part 
of the local bankers is, I am sure, typical of that of 
bankers in general. The American Bankers Asso­
ciation was not organized and does not exist for the 
purpose of heckling, embarrassing, or goading any 
individuals or organizations. It exists for the benefit 
of the bankers and the banking business, its chief 
aims being fellowship, education, constructive legis­
lation, and the building up of a high ethical code. 
It recognizes the accountants, not as antagonists, but 
as fellow-craftsmen, whose aims parallel those of the 
bankers’ association itself, and realizes fully that in 
this modern, complicated, and technical day, the 
bankers would be hopelessly handicapped if unable 
to secure the comprehensive and detailed informa­
tion embodied in an audit. Moreover, bankers appre­
ciate this invaluable contribution of the auditors and, 
as a class, are certainly disposed to enthusiastically 
back up the accountants in their work, not neces­
sarily because they (the bankers) are idealists, but 
because they are practical and hardheaded enough to 
recognize how essential, if not indispensable, to their 
business is the work of the accountant.
In addition, if it be conceded that the bankers 
have some right to their claim not of having a 
monopoly on intelligence, but of possessing a reason­
able amount of it, then it becomes easy to concede 
further that this same reasonable degree of horse- 
sense will prompt the bankers to rely upon the ac­
knowledged intelligence of the accountants to con­
tinue producing the type of audits which will cover 
the needs of the bankers. In other words, the bankers 
have such faith in the ability and high aims of the 
accountants that they see no need for attempting to 
dictate or make any requirements as to minimum 
audits, although they have always felt free to offer 
suggestions and recommendations born of experience.
It is realized, too, that entirely apart from ethical 
considerations, the self-interest of the accountants and 
the knowledge that the bankers’ approval of their 
work is essential in no small degree to their future 
welfare, will play its part in impelling the account­
ants to constantly amplify the scope of their work 
to meet the needs of the times and conditions, thus 
making requirements on the part of the bankers un­
necessary.
After all, the two classes of men—bankers and 
accountants—are interdependent in more than a 
nominal sense; both appreciate the value of co­
operation; both are willing and glad to entertain, and 
if possible, adopt sound suggestions; and in that 
spirit they will undoubtedly continue to work along 
together harmoniously, as in the past. All of which 
constitutes a good many words to repeat that we 
do not believe the bankers have any intention of 
laying down any requirements. There may be some 
individuals who differ with these views, but I am 
speaking for the bankers as a class.
So far as the other portion of the question, asking 
whether any other body might attempt to lay down 
rules, is concerned, you will please excuse me. In 
these days so many mysterious bodies are doing so 
many mysterious things that it would take a bold 
man to say what they may or may not do. How­
ever, I can think of none who need be taken too 
seriously.
Question N o. 2 :
W hat attitude does the banker take to the writing 
down of capital-asset values except through the 
usual annual provision for depreciation, or for ob­
solescence or abandonment?
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Answer:
As a general practice, banks do not approve of 
the writing up of capital assets on reappraisals, but 
I have heard of no opposition to writing down of 
capital assets in addition to the usual provision for 
depreciation, or for obsolescence or abandonment.
Before the present period of depression, many 
plants were expanded and enlarged far beyond their 
former capacity. The capacity was increased to a 
point that now renders them not adapted to small 
present day production. This has developed many 
undesirable features. There is the burden of carry­
ing the asset from a financial standpoint and often 
the process of manufacture is spread out over a large 
area that does not make for economy. This fact is 
especially true of manufacturing plants but also 
applied to businesses of purely merchandising char­
acter.
However, our question seems to deal more with 
the reflection of this trouble on the balance-sheet 
than with the internal phase of the matter. In other 
words, we are concerned here with the fact that 
values as shown in most balance-sheets are higher 
than present-day values. It is difficult to say that the 
time is opportune for writing down of capital assets. 
To meet this situation, the advantages and disad­
vantages must be carefully weighed. Someone has 
suggested that the writing down of capital assets 
through surplus account at this time would lessen 
the depreciation and carrying charge, and would per­
mit of a better showing with curtailed production. 
However, we must bear in mind that the time may 
come when it will be desirable to have a large de­
preciation charge available to reduce the net income 
on which tax must be paid.
Commercial bankers look largely to the current 
position of a company to establish the goodness of 
its loans. There was a time when we could go 
down the balance-sheet and feel that the company’s 
fixed assets of a substantial nature, free of encum­
brance, could in periods of prosperity be financed 
through mortgages and bond issues to improve the 
company’s current position. Just now, there is no 
ready sale for plants and few can be financed to 
advantage. It often becomes burdensome and ex­
pensive to the creditors to take over and carry the 
fixed asset for a debt.
Until the practice is uniform and general, I can 
see no advantage to writing down capital assets 
simply for the purpose of reducing them to low 
values on the balance-sheet, unless it paves the way 
for decreased insurance, real estate taxes, and 
burden that will offset the disadvantages.
Question N o. 3 (a & b ) :
In making a loan to customers, to what extent 
does the bank take into consideration the following 
items: (a) ratio of current assets to current 
liabilities; (b) ratio of current liabilities to capital 
structure, including surplus?
Answer:
From the way the question is worded there is 
evidently a desire to determine just how serious is 
the old 2 for 1 joke. It must be realized, of course, 
that in granting credit there are items of greater 
importance to the banker than the figures on a state­
ment; the moral risk involved being the first con­
sideration. But after getting down to the figures, 
the question (a) ratio of C. A. & C. L. becomes 
only one of 8 or 9 ratios which paint an easily read 
picture of the applicant’s condition. The ratio of 
current assets to current liabilities is, in the opinion 
of the writer, not as important as it has been made 
to appear in the past. Its principal function was 
supposed to be the proving of a more or less easy 
position. Its value is chiefly in disclosing a condi­
tion of over-investment in inventory; in which case 
better than 2 for 1 is sometimes a boomerang.
(b) Ratio of current liabilities to capital structure 
is useful in determining the sufficiency of the 
capitalization and therefore helpful in deciding 
whether or not the requested credit is in the nature 
of a capital loan. It is difficult to answer the ques­
tion as to what extent either or both of these ratios 
are considered. To my mind, they are of value only 
in relation to the type of business under review: 
their relation to and consideration along with other 
ratios drawn from the same statement and in com­
parison with the same ratios over a consecutive 
period of at least three or four years.
Question No. 3 : (c & d ):
In making a loan to customers, to what extent 
does the bank take into consideration the following 
terms: (c) book value of capital assets; (d ) divi­
dend policy of the company. In considering a divi­
dend policy, say, as at November 30, 1932, the fol­
lowing case is submitted:
Balance-sheet of mercantile company as at Novem­
ber 30, 1932:
Current assets ...............................................$6,000,000
Other assets ...................................................  1,000,000
Current liabilities ........................................  3,000,000
Capital stock .................................................  2,000,000
Surplus ............................................................ 2,000,000
The average annual earnings for a five-year period 
ending November 30, 1932, amount to $250,000 a
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year. The earnings are not declining. W hat divi­
dend policy would you consider to be sound?
Answer:
(c) The intent of the first part of this question 
is not perfectly clear. Does the gentleman asking 
the question wish to know (1) to what extent the 
bank goes towards determining the book value of 
capital assets when making a loan to customers or
(2) what weight has the book value of capital as­
sets to the bank when making a loan to a customer.
1) By capital assets we understand that reference 
is had to the fixed investment consisting of real estate, 
machinery and similar assets. If it is an unaudited 
statement, we are interested in determining to our 
satisfaction that these book valuations honestly reflect 
present conditions. If an audited statement, we like 
to feel that the accountant has gone back over trans­
actions affecting the capital assets for a period of 
years to obtain, if possible, an analysis of existing 
book valuations. It is a question of how far book 
valuations may be accepted as a basis of actual 
values, but it is assumed that the audit will reflect 
the book value as a going business, and that cost 
less proper depreciation is the result desired.
(2 ) Inasmuch as a banker, in making a loan, is 
vitally concerned in the ability of the company to 
liquidate the loan out of its current operations, 
primary consideration is given to the current working 
position; however, the banker realizes that capital 
assets or its plant investment plays an important part 
in the daily routine of any business, and for this 
reason, in considering the current working position 
of any concern, he is naturally interested in knowing 
whether the capital assets are being maintained in 
efficient condition, and whether proper reserves, 
charges and additions are being taken care of, and 
for which proper allowances are being made in the 
current operations to maintain this efficient position. 
Therefore, to this extent, it is of interest to the 
banker to know that the book value of capital assets 
reflects a true condition.
It is not considered that the banker in making a 
loan should, through necessity at that time, be com­
pelled to value the capital assets from a forced- 
liquidation viewpoint, because under such circum­
stances the loan should not and would not be made. 
It would be difficult for the banker or the accountant 
to attempt to write into the statement the liquidating 
value of capital assets because the condition under 
which such a circumstance might arise would have a 
great deal to do towards influencing the value which 
might be placed by any purchaser at the time forced 
liquidation would have to be made. It would seem
sensible and sufficient, therefore, from the bankers’ 
and the accountants’ standpoint, that we know that 
these items represent, as nearly as possible, true book 
value from the standpoint of a going concern.
Where a company is operating on a profitable 
basis, it is really not necessary for the bank to give 
particular consideration to the capital assets when 
making a current loan. On the other hand, if a com­
pany is not operating on a profitable basis, and the 
plant and equipment are not readily adaptable to 
some other line of industry, then it would have no 
material value in the event of liquidation; however, 
where there is a mortgage loan against capital assets, 
it is of material importance to the banker, whether 
the concern is operating profitably or otherwise, be­
cause of the existence of such an obligation might 
reflect seriously against the standing of other creditors.
(d) Now, as to the second division of this ques­
tion relative to dividend policy of the company. In 
the example submitted, showing what might be 
termed a proper working position, with a surplus 
account equal to the capital investment, and a con­
servative earning record over a period of years, with 
no indication that earnings are declining: presuming 
that these earnings are after taxes, depreciation, and 
proper reserves, it would be in order for a company 
in this position, which shows a net earning of 
12½%, to pay out the major portion in dividends, 
say at a rate of 8 or 10% ; however, should the posi­
tion be reversed to where the capital stock is 
$2,000,000, and the surplus $250,000, then a greater 
proportion of net earnings should go into surplus 
account. The idea of dividend payment is that divi­
dends should be confined to an amount which will 
not rob the company of a proper surplus reserve 
which will act as a cushion for the working position 
of the company, and a protection of its assets in 
times of business adversity. Under present-day con­
ditions, we have glaring examples of the organiza­
tion which has paid out the major portion of its 
net earnings in dividends, where they wish today 
that a larger proportion had been retained in surplus 
reserve to meet the unexpected losses which have 
latterly been common to most businesses.
Question No. 4 :
W hat is the significance to the bank credit men 
respecting the inclusion or exclusion of the word 
"certificate” or the term "hereby certify” in an audit 
report or financial statement?
Answer:
The phraseology employed by the accountant is of 
no particular moment to the bank credit men, pro-
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vided the former clearly and unequivocally outlines 
in his certificate his opinion of the "job” under con­
sideration in its entirety; hence the word "certificate,” 
and the term "hereby certify,” which apparently were 
much in vogue in bygone days and which, incident­
ally, at this time are not at all an eyesore to so-called 
old-fashioned bankers, could be included or excluded 
as the accountant elects without marring the effect 
of an otherwise satisfactory performance, in our 
opinion.
Bulletin of American Institute o f Accountants
N EW S OF LOCAL SOCIETIES
California
The California State Society of Certified 
Public Accountants has issued the first number 
of a monthly bulletin entitled "The California 
Certified Public Accountant.” The bulletin 
contains information regarding the activities of 
the California state society and its various chap­
ters, and news of current events in the account­
ancy profession.
Louisiana
At the annual meeting of the Society of 
Louisiana Certified Public Accountants on 
August 10th at the New Orleans Athletic club 
the following officers were elected: Louis H. 
Pilie, president; George E. Conroy, vice-presi­
dent; George A. Treadwell, secretary; August 
Wegmann, treasurer. T. A. Williams, E. J. 
Deverges and Archie M. Smith were elected to 
the board of directors.
Montana
The Montana Society of Certified Public 
Accountants held its annual meeting at Helena 
on July 28th, president F. S. Jacobsen 
presiding. It was resolved that the title of 
the society be changed to the "Montana 
Society of Public Accountants,” and that mem­
bership in the society be broadened to include 
accountants engaged exclusively in the practice 
of public accountancy. It was also resolved 
that the annual membership dues be $10, pay­
able in advance for the calendar year.
The following officers were elected: F. S. 
Jacobsen, president, Ernest E. Murray, vice- 
president; George F. DuVall, secretary- 
treasurer.
Tennessee
The annual meeting of the Tennessee 
Society of Certified Public Accountants was 
held at the Noel hotel, Nashville, on August 
25th, Harry M. Jay of Memphis, presiding.
O. C. Ault, professor of economics at Pea­
body college, addressed the meeting on "The 
commodity dollar.” Following the morning 
session the delegates visited various points of 
interest.
At the morning session on August 26th 
W. R. Pouder, secretary of the Tennessee Tax­
payers’ Association spoke on "Governmental 
finance and accounting.” W. Murray Hogan 
acted as toastmaster at the banquet on Satur­
day evening, at which the principal speaker was 
Dr. George Stoves.
M e m p h is  C h a p t e r
At the annual meeting of the Memphis 
chapter of the Tennessee society which took 
place on July 18th, the following directors were 
elected for the ensuing year: George A. Bone, 
M. O. Carter, C. W. Eader, H. M. Jay, W. H. 
Jackson, W. H. Price and J. L. Miller.
At a recent meeting of the newly elected 
board of directors the following were elected 
officers of the chapter: M. O. Carter, chairman; 
George A. Bone, vice-chairman; W. H. Price, 
secretary ; C. W. Eader, treasurer.
The meeting devoted considerable discussion 
to the national industrial recovery act.
It was announced that the chapter has under 
consideration the establishment of a library for 
the use of members.
Announcement has been made of the admis­
sion of Ira S. Harris to partnership in the firm 
of Darrah, Harris & Levilloux, Athletic club 
building, Dallas, Texas.
John Balch, Philadelphia, delivered an ad­
dress entitled "The part that cost accounting 
will play under the N . I. R. A.” over station 
W . F. I. on August 24th.
Scovell, Wellington & Co. announce that 
Theodore F. Woodward and Harold S. 
Treworgy have been admitted as partners in 
the firm.
W. P. Peter, Dallas, read a paper on "New 
taxes under the national recovery act” at a meet­
ing of the audit section of Texas Bankers Asso­
ciation at Houston on August 18th.
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AMERICAN INSTITUTE OF ACCOUNTANTS
Annual Meeting
The seventeenth annual meeting of the Ameri­
can Institute of Accountants took place at the 
Roosevelt hotel, New Orleans, Louisiana, 
October 16-19, 1933. The following officers 
and members of council were elected:
President:
J o h n  F . F o r bes , California
Vice-presidents:
P. W. R. G lo v e r ,  New York 
E lm e r  L. H a t t e r ,  Maryland
Treasurer:
A l l a n  D avies, N ew  Y ork
Council for five years:
G eorge A rm istead , Texas  
L ew is  A sh m a n , Illinois 
R o b er t  L . B right , Tennessee 
W i l l -A . C la der , Pennsylvania 
E u sta c e  L e M a ster , W ashington  
P h il ip  N . M il l e r , N ew  Y ork  
H e r b e r t  M . T e m p l e , M innesota
Council for two years (to fill vacancy):
Ca r l  P e n n e r , W isconsin
Council for one year (to fill vacancy) :
A r c h ie  M. S m ith , Louisiana
Auditors:
C h a r l e s  H. T o w n s , New York 
T h e o d o r e  K r o h n , New Jersey
John L. Carey was elected secretary by the 
council at its meeting on October 19th. The 
following elections also took place at that meet­
ing:
Executive committee (in addition to the presi­
dent and treasurer):
W ill ia m  B. C a m p b e ll, New York 
W i l l - A .  C la d e r , Pennsylvania 
Jam es H a l l ,  New York 
F r e d e r ic k  H . H u rd m a n , New York 
C h a r l e s  F . R i t te n h o u s e ,  Massachusetts
Board of examiners (for three years) : 
F r e d e r ic k  B. A n d re w s , Illinois 
E lm e r  L. H a t t e r ,  Maryland 
M a u ric e  E . P e l o u b e t ,  New Jersey
Board of Examiners (for one year) :
W a r r e n  W. N iss le y , New York
Committee on professional ethics:
G e o rg e  A rm iste a d , Texas, Chairman 
C le m  W . C o l l in s ,  Colorado 
W . S a n d e rs  D avies, New York 
S t a n l e y  G . H. F i tc h ,  Massachusetts 
W ill ia m  B. F r a n k e ,  New York
P ro c e e d in g s  
The first general session of the meeting 
opened October 17th. The Rt. Rev. James 
Craik Morris offered the invocation.
Addresses of welcome to New Orleans were 
delivered by the Hon. T. Semmes Walmsley, 
Mayor of New Orleans, Thomas A. Williams, 
past president of the Society of Louisiana Cer­
tified Public Accountants, and Louis A. Pilie, 
president of the society. Maurice E. Peloubet, 
New York, responded for the east, and Nor­
man L. McLaren, San Francisco, replied for the 
west.
John F. Forbes delivered the president’s ad­
dress, and reports of auditors and of the council 
were presented.
An address by Spencer Gordon, of counsel 
for the Institute, on "Accountants and the 
securities act” was read. Discussion of the 
paper was led by James Hall, New York.
In the afternoon Lloyd Morey, Illinois, read 
a paper on "Municipal and government ac­
counting.” Discussion was led by Walter 
Mucklow, Florida. C. O. Wellington delivered 
an address on "Accountants and the recovery 
act”, discussion of which was led by Norman L. 
McLaren, California.
On Wednesday morning, October 18th, elec­
tion of officers took place. The members 
selected Chicago as the place for the 1934 
annual meeting.
A paper by A. A. Berle, Jr., New York, en­
titled "Public interest in accountancy”, was pre­
sented. Walter A. Staub, New York, led dis­
cussion of the paper.
At the afternoon session Anson Herrick read 
a paper on "Current assets and liabilities.” Dis­
cussion was led by C. F. Rittenhouse, Massa­
chusetts. A paper was also read by William 
A. Paton on "Shortcomings of present forms 
of balance-sheet and profit-and-loss statement”, 
discussion of which was led by Charles B. 
Couchman, New York.
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The annual banquet was held at 7 :30 p.m., 
October 18th. George Armistead, Texas, acted 
as toastmaster. The principal speaker of the 
evening was Dr. John M. McBryde, dean of the 
graduate school of Tulane University.
The usual meeting of accountancy examiners 
was held at 8 p.m. Monday evening, October 
16th. Will-A. Clader, Pennsylvania, chairman 
of the Institute’s committee on state legislation, 
delivered an address on "Problems of inter­
state practice.” Emile Bienvenu, president of 
the Louisiana state board of accountancy, led 
the discussion.
N .R.A . and the Natural Year
Following is the text of a letter dispatched by 
the American Institute of Accountants special 
committee on natural business year to trade 
associations filing codes under the national 
recovery act.
"Simplicity, accuracy, and uniformity of operation 
are aims and hopes of all who are working under 
codes of the National Recovery Administration.
"Two of the most troublesome features, namely, 
cost finding and statistics, can be simplified by the 
adoption by all within each industry of a uniform 
fiscal year ending on a date coinciding with a busi­
ness season’s end when inventories are at a low 
point. We hardly think it is realized how very im­
portant this matter is to industries attempting to 
operate under a code.
"Some of the advantages accruing from the adop­
tion of such a fiscal period are reviewed in the at­
tached excerpt from an article published last June 
in T he Journal of Accountancy.
"The Institute’s committee, which has made a 
study of this subject, would be glad to advise and 
assist trade associations which are interested.”
The matter accompanying the letter is a con­
densation of an article appearing in The 
Journal of Accountancy for June, 1933. The 
Commercial and Financial Chronicle of Sep­
tember 23rd published the following report of 
the committee’s activities:
"N a t u r a l  F iscal  Y ear  H e l p f u l  U n d er  NRA
"The adoption of a so-called 'natural’ fiscal year 
by industries filing codes under the NRA will be 
found to facilitate preparation of comparative cost 
accounting and statistical data in the various units 
of the industry, according to a statement issued today 
by A. S. Fedde, New York, of the American Insti­
tute of Accountants. Mr. Fedde is chairman of the 
Institute’s special committee on natural business year, 
which has written to the executive officers of trade 
associations filing codes with the National Recovery 
Administration, pointing out the advantages of es­
tablishing in each industry a uniform fiscal year end­
ing at a period when the greatest accuracy in ac­
counting may be obtained.
"From the reports of over four hundred business 
executives, Mr. Fedde said, it appeared that ad­
vantages would accrue to the management from 
closing at the end of a natural period because sea­
sonal activity would be completed, there would be 
low stocks of goods at closing, more time would be 
available for the firm’s auditors, new contracts would 
be discussed between seasons and statistical data 
would be collected for a natural period.
"There is a tremendous difference between taking 
an inventory in the middle of a manufacturing sea­
son, with big stocks of raw materials, work in pro­
cess and finished goods accumulated for shipment, 
and taking an inventory when raw materials are at 
a low point, factory operations almost or entirely 
stopped and finished goods practically all shipped. 
The greater accuracy possible when taking inven­
tories at a low point is apparent. Statements pre­
pared thirty or sixty days after the close of a season 
will show the completion of an annual or semi-annual 
cycle, not an enforced stop at the peak or at an 
intermediate stage of operations. Bank loans would 
naturally appear low or cleared up, accounts receiv­
able substantially realized and the business as a 
whole in its most liquid position.
"Closing the books at December 31st by firms 
which are at that date operating in seasonal pro­
duction has the effect of splitting a natural business 
year, thereby throwing operating results of two sea­
sons, namely, the end of one season and the be­
ginning of another, with varying economic condi­
tions, into one operating statement for the calendar 
year.
"The Institute’s committee states that there is no 
difficulty in changing from the calendar year to a 
fiscal year under the income-tax laws.”
M isso u r i So c ie t y  B u l l e t i n
A bulletin dealing with the advantages of a 
natural fiscal year under the National Recovery 
Act, prepared by the Missouri Society of Cer­
tified Public Accountants and published by the 
Associated Industries of Missouri, has been
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sent to each of the 4500 members of the Asso­
ciated Industries. Following is the text:
INDUSTRIAL RECOVERY INFORMATION SERVICE
Associated Industries of Missouri 
Railway Exchange Building, St. Louis 
Commerce Building, Kansas City
September 1 , 1933 
Cost Accounting 
Memorandum relative to the 
Natural Fiscal Year 
(This bulletin was written by a special committee for 
the Missouri Society of Certified Public Accountants 
for publication by the Associated Industries of 
Missouri.)
The necessity for including in codes provision for 
the adoption of uniform methods of cost finding has 
previously been stressed in this service and it has 
been suggested that a special committee be appointed 
by the members of each industry for the purpose of 
devising a suitable uniform or model system of cost 
accounting. An important question to be considered 
by such a committee is the one relating to the natural 
fiscal year for the industry.
What is meant by the term "natural fiscal year” in 
relation to accounting:
The natural fiscal year for any industry is the 
period of twelve months ending shortly after the 
close of its normal season. The end of such a period 
is the logical date for closing the books of all mem­
bers of the industry. In many cases the natural 
fiscal year may be the calendar year but it is quite 
obvious that the end of the natural year and the 
logical date for closing the books of members of 
many industries (possibly as many as fifty per cent. 
or more) is the close of some month other than 
December.
Advantages to be gained by the members of an in­
dustry as a result of changing from a calendar to 
a fiscal year basis for closing the books:
The change should only be made, of course, if the 
natural business year of the industry ends on some 
date other than December 31st. The advantages 
which will accrue from such a change, particularly 
in seasonable industries, are many, some of which 
are mentioned below:
1 . Inventories and receivables will be at low ebb 
at closing date.
2. More accurate closing inventories may be taken 
at considerably less expense and trouble and 
without the interruption of work during peak 
periods.
3. Annual operating statements will show the re­
sults obtained during a complete season rather 
than the results of parts of two seasons— the 
end of one and the beginning of another—as is 
the case when books are closed at the end of a 
year differing from the natural fiscal year.
What objections have been offered to changing from 
calendar year to natural business year:
Many are averse to making changes of this nature 
without being able to give a single logical reason 
and readily admit that the provision for calendar- 
year closing was incorporated in the by-laws of the 
company with but little or no consideration as to the 
advisability of adopting a business year ending on 
some date other than December 31st.
The argument most frequently offered by those 
opposed to the change is that it would complicate 
the filing of income-tax returns. Formerly there was 
some merit to this argument particularly in the case 
of a taxpayer (corporate or individual) who had 
sustained a business net loss which according to the 
law then in force could be applied in reduction of 
taxable income for one or two "taxable years” sub­
sequent to the year in which such loss was sustained. 
In this connection it is to be noted that if a change 
is made to a fiscal year basis the first tax return 
filed on that basis would be for a "taxable year” of 
less than twelve months. Naturally the taxable in­
come during such period might not be sufficient to 
absorb the business net loss sustained during the 
preceding taxable year.
However, the net-loss provisions of the federal 
income-tax law were repealed as of January 1 , 1933; 
hence the objection in respect to net-loss deductions 
is no longer applicable.
Before a change is made from a calendar to a fiscal 
year basis for filing federal income-tax returns per­
mission must be obtained from the commissioner of 
internal revenue. As a rule such permission is readily 
granted since changes of this nature tend to spread 
the work of the treasury department.
Public accountants and others urge change:
For many years certified public accountants have 
been urging their clients to adopt the natural fiscal 
year basis for closing books and have cited arguments 
such as those incorporated herein. They have also 
shown that it would help spread the work in ac­
countants’ offices and enable them to render prompt 
and possibly more efficient service.
In recent years the move for the adoption of the 
natural fiscal-year has been sponsored by many 
bankers and credit men. They are fully cognizant
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of the advantages to be obtained by corporations or 
firms making such a change and realize that financial 
statements prepared from books kept on a fiscal-year 
basis serve their purpose better than statements pre­
pared on a calendar-year basis.
When a particular industry adopts a code some 
provision must be made to see that it is enforced. It 
is probable that the governing body of the industry 
or some other agency charged with the enforcement 
will require financial statements and statistical data 
at periodic intervals. In this event the first step is 
to provide for a uniform method of accounting in 
the industry, particularly in regard to cost account­
ing. To insure better and more accurate use of such 
statements and data it is advisable that all members 
of the industry adopt the same business year. It is 
believed that in many instances it will be found ad­
visable to select a business year ending on some date 
other than December 31st.
Extended Accounting Courses 
under N. R. A.
The school of business of Columbia Univer­
sity has announced the introduction of new ac­
counting courses designed to aid the profes­
sion in meeting its new obligations, with par­
ticular reference to the broader responsibilities 
placed upon accountants under the national re­
covery act and other recent legislation.
College and University Accounts
The National Committee on Standard Reports 
for Institutions of Higher Education has pub­
lished under date of June, 1933, the seventh 
of a series of bulletins dealing with account­
ing and forms of financial statements for col­
leges and universities. The latest publication 
contains suggested forms for financial reports 
of auxiliary activities and organized activities 
relating to instructional departments, as well as 
certain supplementary suggestions concerning 
general financial-report forms of colleges and 
universities. The preface indicates that the 
latter suggestions are issued as a result of ex­
tended correspondence and conference with the 
special committee on terminology of the Ameri­
can Institute of Accountants and others. Par­
ticular attention is drawn to the section dealing 
with terminology, which includes discussion of 
the proper use of the terms "fund”, "expendi­
ture” and "expense” in university accounts.
William H. Dennis
William H. Dennis, a charter member of the 
American Institute of Accountants, died at his 
home in New York on September 27th. Mr. 
Dennis was a certified public accountant of 
New York, and had served on the state board 
of accountancy for several years. At the time 
of his death he was in practice on his own 
account.
James M. Lewis
News has just been received of the death of 
James M. Lewis, a charter member of the 
American Institute of Accountants, on June 28, 
1933. Mr. Lewis was a certified public ac­
countant of New Jersey and at the time of his 
death was not engaged in active practice. His 
home was in Elizabeth, New Jersey.
Earl H. Berggren
Earl H. Berggren who died during August, 
1933, had been an . associate of the American 
Institute of Accountants since February 1, 
1926. He was a certified public accountant of 
California and for many years prior to his 
death had been engaged in public practice on 
his own account.
Election of Auditors by Stockholders
"Independent audits prepared by certified 
public accountants that will guarantee accurate 
information to security holders should be made 
compulsory.” This statement is made by Louis 
Guenther, publisher of The Financial World, 
in an article stating a platform for investors. 
The expense of audits should be defrayed by 
the corporations, the article says. The auditors 
should be designated by the stockholders them­
selves, and audits should be frequent enough to 
keep security owners fully informed of the cur­
rent operations of the business. Other steps 
recommended for the protection of investors 
are public directors, standardized reports, con­
structive trading reforms, independent protec­
tive committees and full publicity on security 
offerings.
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STATE LEGISLATION
Following is an analysis, prepared by the 
Institute’s committee on state legislation, of 
amendments to accountancy laws introduced in 
state legislatures during 1933:
A la b a m a
Under the accountancy law of Alabama the board 
of public accountancy has no authority, either ex­
press or implied, to reinstate an accountant whose 
certificate has been canceled for unprofessional con­
duct or to revive a certificate so canceled; applicant’s 
only remedy being by application for issuance of a 
new certificate as provided by statute.
A bill was introduced in 1933 providing for the 
reinstatement under certain conditions of a certificate 
previously revoked and canceled by the board. The 
bill died on the calendar.
A lask a
A bill repealing the accountancy law of Alaska 
enacted in 1923, as amended in 1925, was approved 
by the governor April 29, 1933, leaving Alaska 
without an accountancy law.
A r izo n a
The accountancy law of 1919 was repealed and a 
two-class restrictive law was approved March 14, 
1933, effective June 12th. It provides that a certifi­
cate of authority to practise as a public accountant 
shall be issued to all accountants practising at Janu­
ary 1, 1933, who do not qualify for a C. P. A. certi­
ficate. The act provides that no one may practise 
public accountancy in Arizona unless registered as 
a certified public accountant or a public accountant, 
but provides that accountants from other states may 
enter the state in pursuance of any engagement 
originating from without the state, provided such 
accountant registers with the board, giving all facts 
relevant to such engagement, and limits his practice 
to the subjects covered in the declaration filed.
The law contains a provision for the issuance of 
C. P. A. certificates without examination to public 
accountants who have been in practice for a certain 
length of time and to persons who have continuously 
served for not less than six years next preceding the 
passage of the act as public officers in the auditing 
department of the state.
This bill passed the legislature and was approved 
by the governor in spite of protests by certain certi­
fied public accountants of Arizona and the Ameri­
can Institute of Accountants. At the request of 
members of the Institute in Arizona, a telegram 
opposing the bill was sent by the Institute for trans­
mission to the legislature. It is expected by local 
accountants that between thirty and forty persons 
will be licensed as public accountants without ex­
amination and that seventeen or eighteen C. P. A. 
certificates will be issued by waiver, some to state 
employees.
A rkan sas
No law was introduced in the legislature this 
year affecting the accountancy act of this state.
A waiver bill similar to those introduced in other 
states was prepared but the attempt to introduce it 
in the legislature failed.
Colorado
A bill was passed to grant the secretary of the 
board authority to re-issue a certificate previously 
revoked upon proper recommendation of the state 
board of accountancy. It was vetoed by the gov­
ernor. The Colorado law does not provide for the 
suspension of a certificate or the restoration of a re­
voked certificate.
Co n n e c t ic u t
A bill sponsored by the Connecticut Society of 
Certified Public Accountants was introduced in the 
legislature to amend the accountancy law of 1907. 
A substitute bill was approved April 5, 1933. The 
amendments enacted include slight changes in the 
administrative features of the law, increase of the 
fee for a recognition certificate from $10 to $50, 
revision of the statute with respect to so-called re­
ciprocal certificates (to make eligible members of 
accounting staffs of certified public accountants of 
the state), issuance of certificates by the board in­
stead of by the governor, and provision for revoca­
tion and suspension of certificates, and for reinstate­
ment by the board. These are the first changes in 
the act of 1907.
The proposed amendments that were not enacted 
are: provision for written examinations (the pres­
ent law does not specify the method of examination), 
elimination of the required two years’ employment 
as a bookkeeper, provision for three years’ experi­
ence in public accounting instead of leaving the 
practice prerequisite to be prescribed by the board, 
penalty for false statements, practice under firm 
names, ownership of accountants’ working papers, 
privileged communications, and definition of public
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accountant and certified public accountant. All 
these provisions were eliminated from the substitute 
bill.
The Institute’s committee suggested elimination, 
in the provision for recognition of certificates of 
other states, of the requirement that the state of 
original issuance must grant similar privileges to 
holders of Connecticut certificates.
F lorida
In Florida a number of accountancy bills were 
introduced in the legislature this year.
A bill seeking to amend the accountancy law by 
permitting the issuance of C. P. A. certificates with­
out examination was among those introduced. It 
was killed in committee.
A similar fate overtook a bill which would have 
permitted the issuance of certificates of authority to 
practise as public accountants to a number of per­
sons. It provided for the wholesale issurance of 
C. P. A. certificates without examination. Any 
registered public accountant who had been in prac­
tice for five years prior to the passage of the act 
would have been eligible for a certificate by waiver. 
At the request of the Florida Institute of Account­
ants, the Institute telegraphed Florida legislators in 
opposition to the bill. It failed of passage, and 
Florida accountants attributed much of their success 
to the support of the Institute.
A bill providing that the board of examiners 
might enforce its rules by injunction, to be enforced 
by punishment for contempt of court, failed of 
passage. The purpose of the bill was to enable the 
board more easily to prevent violation of the act 
of 1931 prohibiting practice by others than holders 
of C. P. A. certificates or certificates of authority.
Another bill would have amended the accountancy 
law of 1931 by providing that certified public 
accountants of other states practising in Florida must 
indicate the name of the state which issued the cer­
tificate when using the designation "certified public 
accountant” in conjunction with their names. It 
failed of passage.
G eorgia
A bill sponsored by the Georgia Society of Certi­
fied Public Accountants was introduced into the 
legislature, which would have amended the existing 
accountancy law to provide for the issuance of 
recognition certificates to certified public accountants 
of other states, a provision which is not included in 
the present statute. The amendatory bill also in­
cluded sections providing for privileged communica­
tions and the ownership of working papers. The
proposed amendments generally had the approval of 
Georgia certified public accountants and the Insti­
tute’s committee, although the committee pointed out 
that the provision for recognition of certificates of 
other states would be improved by the elimination 
of the requirement that similar privileges must be 
granted Georgia certified public accountants by the 
state of original issuance. The bill passed the 
senate but it was not reached on the house calendar 
before adjournment.
H a w a ii
An attempt was made at the last session of the 
legislature to pass a law abolishing all territorial 
professional boards for doctors, dentists, surveyors, 
accountants, etc., and to create a commission of 
a few men to sit as a board of examiners and 
licensers for all professions. The bill that was in­
troduced failed to reach the third reading.
Idaho
A bill, sponsored by the Idaho Society of Certi­
fied Public Accountants, was introduced in the legis­
lature, providing that no person might legally prac­
tise in Idaho as a public accountant without register­
ing and securing a permit for the current year. It 
provided for certification by examination and the 
issuance of registration cards to accountants to be 
styled as "public accountants.” It also provided for 
ownership of accountants’ working papers, privi­
leged communications, issuance of reciprocal certifi­
cates, and revocation of certificates.
The bill failed of passage. The secretary of the 
Idaho society reported that the legislators did not 
seem interested in accountancy legislation.
Il lin o is
A bill was introduced in the Illinois legislature 
providing for issuance of C. P. A. certificates without 
examination to holders of certificates of registration 
as public accountants under the 1927 law. It was 
opposed by the state society, and after a strenuous 
effort was defeated.
A bill was introduced to repeal the 1903 C. P. A. 
law without offering a substitute, but it failed of 
passage.
A bill was introduced to repeal the confidential- 
information clause of the 1927 public accountants’ 
law, but it did not pass.
M ich ig a n
A bill was introduced to amend the accountancy 
law by providing that the state board of accountancy 
might employ assistants but requiring the members
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of the board to serve without compensation. The 
bill failed to pass.
M in n es o t a
A bill was introduced to repeal the accountancy 
law and to establish in lieu of the state board of 
accountancy an autonomous society of accountants, 
the effect of which would have been to grant certified 
public accountant certificates to all accountants in 
practice. The bill failed of passage.
A bill was approved providing for the reinstate­
ment of a revoked certificate within two years of the 
date of revocation.
An interpretation of the accountancy law by the 
attorney-general of the state sustained the contention 
of certified public accountants of Minnesota that 
candidates for the C. P. A. examination must have 
had at least three years’ professional public account­
ing experience in order to be eligible. This opinion 
was nullified, however, by approval of a bill which 
amended the accountancy law, providing that a per­
son shall be permitted to take the accountancy ex­
amination who has served for a period of at least 
three years as chief examiner or a senior examiner 
in the office of state comptroller, or who as an 
internal-revenue agent or collector of the bureau of 
internal revenue of the United States of America, 
shall have for a like time been engaged in auditing 
income-tax returns.
M ississippi
The legislature of Mississippi did not meet this 
year. However, the state board has issued an import­
ant ruling under the restrictive accountancy law of 
that state, to the following effect: (a) every public ac­
countant, both resident and non-resident, engaged in 
practice or serving clients in Mississippi must hold a 
Mississippi certificate and register with the board;
(b) each member of a firm of accountants, both resi­
dent and non-resident, engaged in practice or serving 
clients in Mississippi must hold a Mississippi certifi­
cate and must register with the board annually; (c)  
corporations may not practise; (d) groups, associa­
tions and partnerships should not use the words 
"and company” in connection with or as a part of a 
firm name; (e) a public accountant, either resident or 
non-resident, who did not qualify with the board on 
or before February 1 , 1931, may not do so now and 
is therefore prohibited from practice in Mississippi 
until he obtains a C. P. A. certificate of that state; 
(f) each certified public accountant, each public ac­
countant, and each employee of a certified public 
accountant and a public accountant engaged in prac­
tice or serving clients in Mississippi must pay a
state and city privilege tax; (g ) in the event a certi­
fied public accountant, a public accountant, an 
employee of a certified public accountant or a public 
accountant, either resident or non-resident, has en­
gaged in practice or served clients in Mississippi 
during the past three years and has not paid a 
privilege license fee, he will be required to pay 
said license fee together with 100% penalty; (h ) 
the board does not regard it as constituting the prac­
tice of accountancy if a public accountant of another 
state conducts an examination of accounts and 
records in Mississippi as a part of an engagement 
originating outside of the state for a non-resident 
client. If, however, the accounts examined are those 
of a firm or corporation domiciled or doing business 
in Mississippi and the accountant is compensated by 
that firm or corporation, regardless of where the 
engagement originated, the client is a Mississippi 
client and the accountant must qualify in Mississippi.
M issouri
A bill was approved April 6, 1933, which vested 
in the governor the right of removal of any appointed 
official, an authority exceeding that given any gov­
ernor in the history of the state. The members of 
the state board of accountancy may be removed if 
the governor wishes.
A bill was introduced, but died on the calendar, 
to repeal the accountancy law without offering a 
substitute.
A bill was introduced, but also died on the cal­
endar, to permit issuance of C. P. A. certificates 
without examination to graduates of high account­
ing, as taught by a university or college, possessing 
three years of continuous practice as a public account­
ant in the state as principal, or to persons employed 
as accountants by accounting firms for five years, 
three years of which had been in the state. The 
bill also provided that the board waive the examin­
ation of any person who had been engaged in prac­
tice as a public accountant for a continuous period 
of ten years, five years of which had been in the state 
as a principal.
A bill was introduced, but was killed in committee, 
which was similar in phraseology to the present 
law, but changed the designation certified public 
accountant to "certified practical accountant.” It 
contained implied authority to waive the examination 
prescribed by the statutes. The examination in com­
mercial law was omitted, some of the lawyers in 
the legislature alleging that accountants had no right 
to give advice on legal matters.
The three bills which failed of passage had strong 
political support. It was only by a strenuous fight
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by the certified public accountants that the bills were 
defeated.
M o n t a n a
The accountancy law of Montana was amended by 
a bill approved March 6, 1933, over the strenuous 
objections of accountants of the state, by insertion 
of a provision permitting waiver of examination and 
issuance of certified public accountant certificates to 
accountants and auditors in the employ of state gov­
ernmental departments. The law requires that such 
accountants, who have had four years’ continuous 
employment preceding the date of application, shall 
receive the certificate.
The law is a legislative gift of certified public 
accountant certificates to seven state employees at 
this time.
The constitutionality of the law was attacked in a 
lower court, which permanently restrained the state 
university from issuing waiver certificates as pro­
vided in the amended act. The decision has been 
appealed to the state supreme court.
N ebra sk a
An accountancy bill of the two-class restrictive 
type, sponsored by the state society of certified pub­
lic accountants, was introduced in the Nebraska 
legislature but was killed in the senate. The bill 
would have permitted the registration without ex­
amination of public accountants in practice at the 
date of enactment.
O h io
A bill which would have destroyed the C. P. A. 
certificate in Ohio was introduced in the legislature 
of that state, providing for the issuance of "certifi­
cates of qualification” to accountants who passed the 
examination and fulfilled specified preliminary re­
quirements. Educational prerequisites were waived 
in the case of certain persons, and the board would 
have been required to issue a registration card to 
each applicant who had practised public accounting 
for a certain length of time prior to January 1 , 1935. 
Those so registered were to be credited with 15 
points toward passage of the examination for each 
year of public practice, which in some cases would 
doubtless have amounted to a virtual waiver. Prac­
tice in Ohio would have been restricted under this 
bill to accountants holding "certificates of qualifica­
tion” and to the group registered in the first instance. 
The bill was actively opposed by the Ohio Society 
of Certified Public Accountants and at the request 
of the president of that society the Institute dis­
patched a telegram of protest to the chairman of the 
judiciary committee of the legislature. The bill was 
disapproved by that committee.
O k la h o m a
A bill was introduced in Oklahoma but died in 
the senate, which provided for the issuance of C. 
P. A. certificates to holders of commercial and 
municipal accountant certificates issued under the 
original accountancy law of the state. The present 
accountancy law superseded the original act in 1931 . 
The old law provided for the issuance of three types 
of certificates, certified public accountant, certified 
commercial accountant, and certified municipal ac­
countant. The new law provides for recognition of 
those who held C. P. A. certificates under the 
original act. The proposed bill, which was actively 
opposed by the certified public accountants, was an 
effort to obtain similar recognition for the holders 
of municipal and commercial accountant certificates.
O rego n
A bill opposed by the state society of certified 
public accountants was introduced in Oregon to pro­
vide for the issuance of certified public accountant 
certificates without examination to applicants pos­
sessing five years’ professional experience and certain 
academic qualifications. A provision concerning the 
personnel of the state board of accountancy would 
have made it possible for accounting instructors who 
did not possess C. P. A. certificates to serve on the 
state board. The bill was withdrawn.
P en n s y l v a n ia
A bill was introduced in Pennsylvania, which died 
in the house, to grant a certified public accountant 
certificate without examination to persons over forty 
years of age who had been practising five years or 
more continuously prior to date of application. An­
other bill was introduced, which failed of passage, 
to permit an applicant over forty-five years of age, 
who had been practising as a public accountant con­
tinuously for twenty years or more, to take an oral 
examination for the certificate.
The legislature passed a bill, which was approved 
by the governor, making it a misdemeanor for ac­
countants, public accountants, auditors or certified 
public accountants wilfully to issue or permit the 
issuance of false financial statements.
A proposed amendment to the accountancy law, 
for a similar purpose, providing penalties for certi­
fied public accountants who issued false statements, 
passed the legislature but was vetoed by the governor.
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T e n n e s s e e
After a strenuous fight by certified public account­
ants of Tennessee, with the assistance of the Insti­
tute, which dispatched a telegram of protest to the 
governor, a bill introduced into the legislature to 
amend to accountancy law was defeated.
The proposed bill contained a cunningly hidden 
waiver provision in a section granting implied au­
thority for issuance of C. P. A. certificates without 
examination to public accountants registered as such 
under previous acts.
W a sh ing to n
A two-class restrictive accountancy bill, sponsored 
by the state society of certified public accountants, 
was introduced in the Washington legislature, but 
died in committee. It was reported to the Insti­
tute’s committee. The judiciary committee opposed 
the bill because of the restrictive provisions.
W est  V irginia
A two-class restrictive accountancy bill, sponsored 
by certified public accountants of West Virginia was 
introduced in the legislature, but failed of passage.
W isco nsin
A two-class restrictive accountancy bill, sponsored 
by the state society of certified public accountants, 
was introduced in the legislature, but failed of pass­
age. It was opposed by non-certified public account­
ants of the state, who in turn introduced a bill 
granting waiver certificates to accountants in practice. 
This bill likewise failed.
W yo m in g
A two-class restrictive accountancy bill, sponsored 
by the state society of certified public accountants, 
was introduced in the Wyoming legislature, but 
failed of passage.
NEWS OF LOCAL SOCIETIES
Alabama
At the annual meeting of the Alabama 
Society of Certified Public Accountants, held 
on September 4th, Gilbert F. Dukes of Mobile 
was elected president of the society. William 
J. Christian of Birmingham was elected chair­
man of the council. Mobile was chosen for 
the next annual meeting of the society.
California
Sa n  F rancisco
The San Francisco chapter, California State 
Society of Certified Public Accountants, held 
a dinner meeting on September 11th at the 
Hotel St. Francis, San Francisco. Professor 
Henry W. Ballantine of the University of Cali­
fornia presented a paper on "The importance 
from a public accounting standpoint of recent 
changes in the state corporation laws”, which 
was followed by discussion.
Colorado
The Colorado Society of Certified Public Ac­
countants held its annual meeting on October 
2nd. The following officers were elected: 
Allen Redeker, president; W. J. Thompson, 
vice-president; W. S. Dent, secretary-treasurer; 
William F. Wyman, assistant secretary-treas­
urer. E. H. Alsfasser, W. H. Goldberg, W. E. 
Hugins and O. M. Williams were elected 
directors.
Illinois
The annual meeting of the Illinois Society 
of Certified Public Accountants took place at 
the Hotel LaSalle, Chicago, on September 12th. 
The following officers and directors were 
elected: John P. Dawson, president; Homer L. 
Miller, vice-president; Fred J. Duncombe, sec­
retary-treasurer; Hiram T. Scovill, Charles W. 
Jones, William F. G. Ross, and Edward B. 
Wilcox, directors.
Kansas
On September 8th the Kansas Society of 
Certified Public Accountants held its first meet­
ing since re-organization, at the Jayhawk 
hotel, Topeka. The following officers were 
elected: William H. Moberly, president; F. A. 
McCoy, vicepresident; O. C. Colvin, secretary- 
treasurer. W. T. Newman and H. W. Gifford 
were elected directors.
Massachusetts
A special meeting of the Massachusetts So­
ciety of Certified Public Accountants was held 
on August 16th, President George S. Clarkson 
presiding. About fifty members and guests 
were present.
This meeting was called for the purpose of 
discussing the new capital-stock tax and excess- 
profits tax.
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The society held its first regular meeting of 
the season at the Parker House on September 
25th. The president turned the meeting over 
to Edward J. McDevitt, Jr., a member of the 
meetings committee, who called upon Charles
F. Rittenhouse to report on the International 
Congress on Accounting which was held in 
London in July, at which Mr. Rittenhouse was 
a delegate. Mr. McDevitt then introduced 
Walter A. Staub, president of the New York 
State Society of Certified Public Accountants, 
who addressed the meeting on "The account­
ants’ responsibility under the securities act of
1933.”
The meeting was attended by about 100 per­
sons.
Tennessee
At the annual meeting of the Tennessee 
Society of Certified Public Accountants on 
August 25th, the following officers were elected: 
M. O. Carter, president; Clifford D. Buffon, 
vice-president; Hilary H. Osborn, secretary; 
Avis T. Hobbs, treasurer.
Virginia
The Virginia Society of Public Accountants 
held its annual meeting at Richmond on Sep­
tember 2nd. Following are the newly elected 
officers for the ensuing year: L. E. Watson, 
president; George R. Geddy, vice-president; 
Alfred N. Hilton, secretary-treasurer.
ANNOUNCEMENTS
Russell S. Bogue announces the opening of 
offices in the Citizens Bank building, Tampa, 
Florida.
Announcement has been received of the re­
moval of the offices of Gertrude Cohen to 551 
Fifth avenue, New York.
Townes Malcolm Harris and Seth Brayton 
Gifford have formed an association under the 
name of Harris & Gifford with offices at 840 
Hospital Trust building, Providence, R. I.
of municipal reports which has recently been 
published by the National Economy League.
Volume V of the proceedings of the Insti­
tute for Administrative Officers of Higher In­
stitutions published by the University of Chi­
cago Press, contains a chapter entitled "Finan­
cial readjustments of endowed universities” by 
H. C. Daines.
Maurice Potter has moved his offices from 
31 State street to 10 State street, Boston.
John K. Mathieson is the author of an article 
entitled “Accountants’ responsibility in connec­
tion with inventory valuation,” which appeared 
in the September issue of the Robert Morris 
Associates Bulletin.
Robert W. Robb has become associated with 
the firm of Allen R. Smart & Co., 111 West 
Monroe street, Chicago.
Louis Cavano Schulte announces the open­
ing of offices under his own name at 813 Mer­
cantile Trust building, Baltimore, Maryland.
Lawrence Scudder & Co. announce the open­
ing of an office in the Shoreham building, 
Washington, D. C.
Wilson, Linvill & Parry have removed their 
offices to 2424 Twelve South Twelfth street, 
Philadelphia.
Harvey S. Chase, Boston, is the author of a 
pamphlet entitled A plan for a standard form
On September 16th Caddie H. Kinard, El 
Dorado, delivered an address on the "Revenue 
act of 1933 and the independent public or cer­
tified accountant” before the Rotary club at El 
Dorado.
George S. Olive, Indianapolis, has been ap­
pointed a member of the N. R. A. compliance 
board in his city.
CORRECTION 
In the September Bulletin it was erroneously 
announced that W. P. Peter read a paper on the 
"New taxes under the national recovery act” 
at a meeting of the audit section of the Texas 
Bankers Association at Houston on August 
18th. The actual author of the paper is J. F. 
Stuart Arthur of Dallas, and Mr. Arthur him­
self presented the paper at the meeting.
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AMERICAN INSTITUTE OF ACCOUNTANTS
American Institute Benevolent 
Fund
At the annual banquet of the American In­
stitute of Accountants, October 18, 1933, Ed­
ward E. Gore addressed the members present 
on the desirability of establishing some sort of 
machinery for the relief of aged members of the 
Institute in financial difficulties. He cited 
an actual case which had come to the attention 
of the executive committee in which a member 
of advanced years had been saved from utter 
destitution through the generosity of an in­
dividual member of the Institute.
Following Mr. Gore’s remarks the toast­
master announced that the executive committee 
had authorized distribution of forms by means 
of which those members who wished to do so 
could subscribe whatever amount they cared to 
contribute toward the establishment of a benev­
olent fund.
The executive committee has now authorized 
incorporation of the American Institute Benev­
olent Fund, Inc., and has given instructions 
that a communication describing the plan be 
mailed to every member and associate of the 
Institute with an invitation to participate in 
the establishment of this new and necessary 
adjunct to the Institute’s activities.
Standard Confirmation Form
The Institute’s special committee on coopera­
tion with bankers, after two years of study, 
presented to the executive committee a report 
recommending adoption of a standard form of 
bank confirmation for use by auditors in con­
firming certain facts relating to their clients’ 
affairs. The committee had originally under­
taken the study at the suggestion of bankers, 
who believed that the use of a standard form 
by public accountants would minimize the dif­
ficulty of replying to such requests.
The executive committee has approved the 
form and has authorized its publication for the 
information of members of the Institute. A 
copy of the form will be distributed to each 
member and associate, and the Institute will be
glad to fill orders for any number of the forms 
desired. The price at which copies will be 
available in large quantities has not yet been 
determined.
Elections
In the absence of protest the president has 
declared elected as members and associates, re­
spectively, the following applicants whose 
election was recommended by the board of ex­
aminers and approved by the council at its 
meeting on October 16, 1933:
Advanced to membership:
Rudolph Bergman, New York  
Thomas W est Branch, Atlanta, Ga.
Burnell H . De Vos, Los Angeles 
Malcolm M. Dienes, New Orleans 
Ray R. Dobson, New York 
Marshall A. Granger, New York  
Benjamin Harrow, New York 
John J . Lang, St. Louis 
Edward S. Rittler, New Orleans
Admitted as members:
Robert J .  Allison, Davenport, Iowa 
J .  Dozier P. Arnold, Birmingham, Ala.
W illiam D. Avery, Duluth, Minn.
C. H . Aveyard, Boston
Carl A. Bader, Boston
George S. Bancroft, W ichita Falls, Texas
Otto Baumgartner, Chicago
Charles I. Belfint, Wilmington, Del.
F. Gordon Blackstone, New York  
Maurice L. Blanchard, Hartford, Conn.
Eugene G. Boutelle, Boston 
James B. Burleson, Dallas
E. R. Burnett, Dallas 
Orville S. Carpenter, Dallas 
Alexander J .  Chase, Boston 
Alexander A. Clark, New York 
W illiam W . Condray, Lubbock, Texas 
John R. F. Cowan, St. Louis 
Donald E. Currier, Chicago 
Joseph Cushing, Springfield, Mass.
Norman W . Davidson, New York
H. Brooks Davies, Cleveland 
Anthony B. Donlin, Chicago 
Andrew S. Doyle, New York
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Scott H. Dunham, San Francisco
John B. Dunne, New York
Charles E. Elberson, Winston-Salem, N . C.
William L. Esterberg, Boston
Earl F. Eversman, Cincinnati
E. J . Fjeld, New York
Edward C. Friedel, Chicago
Frank S. Glendening, Philadelphia
Elmer L. Glover, New York
W illiam A. Gould, Chicago
W illiam E. Hammond, Albuquerque, N . M.
James R. Hanna, New York
Tom C. Hansen, Kansas City, Mo.
Edward O. Harper, Montgomery, Ala. 
Harry K. Hill, Los Angeles 
Hughes C. Hopewell, Chicago 
Albert E. Hunter, Boston 
Raymond P. Kaesshaefer, Milwaukee 
Edwin Kalbfleish, St. Louis 
Paul A. Kelson, Los Angeles 
M ax A. Kenyon, New York  
Elmer G. Kumblad, Springfield, Mass. 
Isadore H . Krekstein, Philadelphia 
Lewis J .  Laventhol, Philadelphia 
George C. Ludolph, Minneapolis 
Archie V . McDuffie, Little Rock 
Joseph R. Matson, Salt Lake City 
Bertram Miller, Jackson, Mississippi 
James E. Mitchell, Chicago 
Harold A. Mock, Boston 
Lawrence R. Moffett, Little Rock 
Francis E. Moore, Boston 
W illiam C. Morgan, Boston 
John M. Neumayer, St. Louis 
Howard P. Nicholson, Syracuse 
Frank J . Pekar, New York  
Norman F. Phair, New York  
Aubrey F. Powell, Chicago 
Robert H . Prytherch, New York  
Joseph J . Pugh, Philadelphia 
Dick D. Quin, Jackson, Miss.
Roscoe L. Randall, San Francisco 
Seymour D. Rasmusson, Salt Lake City 
Robert L. Reamy, Baltimore 
Harold H. Reed, St. Louis 
Ambrose M. Reiter, Chicago 
James H. Richardson, Boston 
Goldsborough Robinson, Louisville, Ky. 
William H. S. Rogers, Boston 
Joseph D. Savant, Los Angeles 
Daniel M. Sheehan, St. Louis 
Loren J . Sherff, Chicago 
Abraham Silvertrust, Chicago
Albert G. Simmonds, Baltimore 
Edward Simone, New York  
Noel R. Simpson, Los Angeles 
Sanford G. Slocum, Rochester, N . Y .
Alexander J . Smith, St. Louis 
Samuel Solomon, Boston 
Ralph L. Stauffer, Philadelphia 
W illiam E. Steidle, New York  
Charles A. Stewart, New York  
James V. Stewart, Little Rock 
Paul F. Swantee, Kansas City, Mo.
George J . Thomas, St. Louis 
Eric P. Van, Seattle 
Ross T . W arner, Tulsa 
Victor F. Wieland, St. Louis 
John P. Williams, Chicago 
Lloyd A. W illing, New York  
Peter G. Wilson, Sioux City, Iowa 
Marion M. Winkler, New Orleans 
John H. Worman, Memphis, Tenn.
Merle A. Yockey, Detroit
Admitted as associates:
Robert T . Allen, New York 
Richard E. Buckley, Buffalo, N . Y .
Vernon B. Burgett, Kansas City, Mo.
Arthur L. Burton, Providence 
Ray A. Farley, San Francisco 
Joseph C. Fuller, Little Rock 
Andrew S. Halley, San Francisco 
Oscar R. Heppley, Salt Lake City 
Louis S. Madsen, Chicago 
A. Robert Nelson, Chicago 
Edward L. Nolte, Des Moines, Iowa 
Wayne E. Pollard, Rockford, Ill.
Anthony L. Prely, New York  
Arthur W . Tinkham, New York
Annual Meeting
Since the conclusion of the Institute’s annual 
meeting at New Orleans the committee on 
meetings has been receiving congratulations on 
its success in arranging one of the most interest­
ing and entertaining meetings in the history of 
the Institute. The Society of Louisiana Certi­
fied Public Accountants, which acted as host, 
has also received many expresssions of appre­
ciation for its cordial and effective cooperation.
A t t e n d a n c e
Twenty-eight persons were included in a 
special party which traveled to New Orleans 
from New York on the Crescent Limited. On 
account of disturbances in Havana the return
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trip which had been planned by way of that 
port was canceled.
The total number of persons registered at 
the annual meeting was 238. Twenty-nine 
states, Canada and Cuba were represented.
 G o l f
Following are the results of the golf tourna­
ment held at the New Orleans Country club 
on October 19th:
Albert G. Moss, Texas, won the prize for 
the low gross score. His score was 85. Ross 
Warner, Oklahoma, won the prize for low net 
score with 73. A four-man team representing 
the New York State Society of Certified Public 
Accountants won the team contest for the Mis­
souri golf trophy. Following are those who 
comprised the team, with scores: F. H. Hurd­
man (92 ), C. O. Wellington (91), W. D. 
McGregor (87 ), James J. Hastings (105).
1934 M e e tin g  
Chicago was selected as the place for the 
Institutes’ annual meeting in October, 1934. 
C o u n c i l  M e e tin g s  
Reports of officers and committees presented 
to the council at its meetings October 16 and 
19, 1933, will be published in full in the year­
book, which will appear early in December.
The secretary has been instructed to prepare 
a special report to the membership summarizing 
all the work of the year, which will be available 
prior to appearance of the year-book
At the suggestion of the board of examiners 
and the special committee on development of 
the Institute, the council resolved that the re­
fund of initiation fees to applicants for admis­
sion to the Institute be continued through the 
current fiscal year ending August 31, 1934.
At the request of the special committee on 
development of the Institute the council 
authorized arrangement of local meetings of 
members of the Institute in various parts of the 
country under the auspices of that committee 
and of members of council.
At the meeting on October 16th, Walter A. 
Staub was accorded the privilege of the floor 
by special permission to address the council on 
the subject of possible consolidation of the 
national accountancy organizations. He re­
quested that the Institute appoint a committee 
to explore the possibility of forming a unified 
society.
In the discussion following his remarks it 
was recalled that the subject had been exhaus­
tively canvassed at meetings of committees 
representing the American Institute of Ac­
countants and the American Society of Certified 
Public Accountants in 1925, with the conclu­
sion on both sides that the differences in struc­
ture and purposes of the two organizations 
were so distinct that there appeared to be no 
practicable basis for consolidation.
It was also brought out that at two subse­
quent meetings of council the subject had been 
discussed without discovery of any change in 
conditions which might alter the conclusions 
reached at the 1925 conferences.
In the discussion many council members 
voiced unalterable opposition to any relaxation 
of the standards of the Institute, and expressed 
doubt that any basis for consolidation now 
could be discovered.
However, the feeling of the council was 
strong that the Institute would by no means 
wish ever to close the door to any new proposal, 
or to renewal of any old proposal, the consid­
eration of which might conceivably be to the 
advantage of accountancy as a whole.
Accordingly, a motion was adopted author­
izing the president to appoint a special commit­
tee to consider the matter of amalgamation or 
cooperation with other bodies of accountants 
and report to the executive committee.
In accordance with this resolution the presi­
dent has appointed the following committee:
Frederick H. Hurdman, New York, chairman
George Armistead, Texas
Robert O. Berger, Illinois
James J. Hastings, New Jersey
Walter A. Staub, New York
Committee Appointments
The president has appointed the following 
committees to serve for the current fiscal year 
ending August 31, 1934:
Co m m it t e e  o n  A r bitra t io n  
W alter Niles Dean, Chairman, New York, N . Y .
H. V . Robertson, Amarillo, Texas.
Roscoe H. Belknap, Boston, Mass.
Co m m it t e e  o n  B ud get and  F in a n c e  
John Flint, Chairman, New York, N . Y .
Paul K. Knight, New York, N . Y .
Geoffrey G. Rowbotham, New York, N . Y .  
Co m m it t e e  o n  B y -L aw s 
Arthur W . Teele, Chairman, New York, N . Y . 
John W . Burrows, San Francisco, Calif.
Frank C. Taylor, Beaumont, Texas.
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C o m m it te e  o n  C r e d e n t ia l s  
Harry Boyack, Chairman, Chicago, Ill. 
Harold Benington, Chicago, Ill.
John A. Stolp, Chicago, Ill.
C o m m it t e e  o n  Ed u c a t io n
For three years:
George E. Bennett, Syracuse, N . Y.
Roy B. Kester, New York, N . Y.
For two years:
J. Hugh Jackson, Palo Alto, Calif.
James M. McConahey, Seattle, Wash.
For one year:
W illia m  A . P aton, Chairman, A n n  A rbor, M ich . 
C o m m it te e  o n  F e d e r a l  L e g i s la t io n
Norman L. McLaren, Chairman, San Francisco. 
George Cochrane, New York, N. Y.
Leon E. Williams, Washington, D. C. 
C o m m it te e  o n  M e e t in g s  
John P. Dawson, Chairman, Chicago, Ill.
Robert E. Payne, Chicago, Ill.
George W . Rossetter, Chicago, Ill.
C o m m it te e  o n  P u b l i c a t i o n  
John B. Niven, Chairman, New York, N. Y. 
William D. Cranstoun, New York, N . Y.
John C. Scobie, New York, N . Y.
C o m m it t e e  o n  St a t e  Le g isl a t io n
Will-A. Clader, Chairman, Philadelphia, Pa. 
Charles W . Jones, Chicago, Ill.
James M. McConahey, Seattle, Wash.
S p e c ia l  C o m m it te e  o n  A c c o u n t i n g  P r o c e d u r e  
James Hardwick Stagg, Chairman, New York,
N. Y.
William H. Bell, New York, N . Y.
Henry B. Fernald, New York, N . Y.
P. W . R. Glover, New York, N . Y.
Vivian Harcourt, New York, N . Y.
S p e c ia l  C o m m it te e  o n  A d m i n is t r a t io n  o f  
E n d o w m e n t  
W illia m  H. W e st, Chairman, New York, N. Y. 
David L. G rey, St. Louis, Mo.
Carl H. Nau, Cleveland, Ohio.
John R. Ruckstell, San Francisco, Calif.
Charles R. Trobridge, New York, N . Y.
Sp ec ia l  C o m m it t e e  o n  A p p o in t m e n t  o f  
A u d ito r s
C. Oliver Wellington, Chairman, New York,
N. Y.
Reynold E. Blight, Los Angeles, Calif.
George S. Olive, Indianapolis, Ind.
George W . Rossetter, Chicago, Ill.
Herbert M. Temple, St. Paul, Minn.
S p e c ia l  C o m m it te e  o n  C o m m e r c ia l  A r b i t r a t io n  
Lewis Wintermute, Chairman, Cleveland, Ohio.
Louis G. Battelle, Dayton, Ohio.
Pearce Crane Davis, Portland, Ore.
Caddie H. Kinard, El Dorado, Ark.
Roscoe L. Thomas, Butte, Mont.
Sp e c ia l  Co m m it t e e  o n  Co o pe r a t io n  w it h  
B a n k e r s
Charles B. Couchman, Chairman, New York, N. Y. 
Arthur Berridge, Portland, Ore.
William B. Campbell, New York, N . Y.
George E. Frazer, Chicago, Ill.
William R. Main, Philadelphia, Pa.
Donald P. Perry, Boston, Mass.
Edwin H. Wagner, St. Louis, Mo.
S p e c ia l  C o m m it te e  o n  G o v e r n m e n t a l  
A c c o u n t i n g  
Lloyd Morey, Chairman, Urbana, Ill.
Clem W. Collins, Denver, Colo.
William Dolge, San Francisco, Calif.
Forrest Mathis, Dallas, Texas.
Walter Mucklow, Jacksonville, Fla.
David B. Peter, Kansas City, Mo.
A. H. Puder, Newark, N . J.
S p e c ia l  C o m m it te e  o n  C o o p e r a t io n  w i t h  
I n v e s t m e n t  B a n k e r s  
Frederick H. Hurdman, Chairman, New York,
N . Y.
H. A. Finney, Chicago, Ill.
F. F. Hahn, Los Angeles, Calif.
W alter L. Morgan, Philadelphia, Pa.
Louis G. Peloubet, Maplewood, N . J.
S p e c ia l  C o m m it te e  o n  N a t u r a l  B u s in e s s  Y e a r  
A . S. Fedde, Chairman, New York, N . Y .
M. H. Barnes, Savannah, Ga.
Edward S. Rittler, New Orleans, La.
Harold J. Matteson, Duluth, Minn.
S p e c ia l  C o m m it te e  o n  C o o p e r a t io n  w i t h  O t h e r  
O r g a n iz a t io n s  
Frederick H. Hurdman, Chairman, New York,
N . Y.
George Armistead, Houston, Texas.
R. O. Berger, Chicago, Ill.
James J. Hastings, Newark, N . J.
W alter A. Staub, New York, N . Y.
S p e c ia l  C o m m it te e  o n  P u b l ic  R e l a t i o n s  
C. Oliver Wellington, Chairman, New York, N . Y. 
Lewis Ashman, Chicago, Ill.
George P. Auld, New York, N . Y.
Eric A. Camman, New York, N . Y.
W . B. Campbell, New York, N . Y.
George Cochrane, New York, N . Y.
Norman L. McLaren, San Francisco, Calif.
Philip N . Miller, New York, N . Y.
Herbert M. Temple, St. Paul, Minn.
Leon E. Williams, Washington, D. C.
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Sp e c ia l  Co m m it t e e  o n  Co o pera tio n  w it h  Sto ck  
Ex c h a n g e s
George O. May, Chairman, New York, N . Y .
Archibald Bowman, New York, N . Y .
Arthur H . Carter, New York, N . Y .
Charles B. Couchman, New York, N . Y .
Samuel D . Leidesdorf, New York, N . Y .
W alter A . Staub, New York, N . Y .
Sp e c ia l  Co m m it t e e  o n  T e r m in o l o g y
Robert H . Montgomery, Chairman, New York.
Alexander H. Beard, New York, N . Y .
Eric L. Kohler, Chicago, Ill.
W alter Mucklow, Jacksonville, Fla.
Gabriel A. D. Preinreich, New York, N . Y . 
Sp ec ia l  Co m m it t e e  o n  In v en to r ies
Edward A. Kracke, Chairman, New York, N . Y .
Leonard S. Davey, New York, N . Y .
W . I. Nicholson, Jr., Tulsa, Okla.
W arren W . Nissley, New York, N . Y .
I. Graham Pattinson, Los Angeles, Calif.
W alter A. Staub, New York, N . Y .
E. H . W agner, St. Louis, Mo.
At its meeting on October 16th the council 
elected the following members of the commit­
tee on nominations:
William B. Franke, New York 
Winfield Q. Sharp, Mississippi
At the annual meeting the following were 
elected to the committee on nominations:
W. P. Hilton, Virginia 
Wayne Kendrick, Washington, D. C. 
Emil Kroeger, Minnesota
G. V. W. Lyman, Louisiana 
Charles R. Whitworth, Illlinois
Oil Inventories
Discussion intended to arrive at a system of 
inventory valuation for oil companies was 
opened recently between special committees of 
the American Petroleum Institute and the 
American Institute of Accountants.
At the first meeting, which was held Novem­
ber 1st at the headquarters of the Americen 
Institute of Accountants, the Petroleum Insti­
tute was represented by V. L. Elliott, of Phila­
delphia, comptroller of the Atlantic Refining 
Company, chairman; F. S. Reitzel, of Phila­
delphia, assistant to the president of the Sun
Oil Company; R. M. Riggins, of Bartlesvillle, 
Okla., comptroller of the Phillips Petroleum 
Company; H. A. Gidney, of Pittsburgh, comp­
troller of the Gulf Oil Company; T. C. Mc-
Cobb, of New York, comptroller of the Stand­
ard Oil Company of New Jersey, and R. S. 
Durkee, of New York, comptroller of the 
Socony-Vacuum Corporation. The special com­
mittee of the American Institute of Accountants 
consists of Edward A. Kracke, chairman; 
Leonard S. Davey, Warren W. Nissley, and 
Walter A. Staub,, all of New York, and W. I. 
Nicholson, Tulsa; I. Graham Pattinson, Los 
Angeles, and E. H. Wagner, St. Louis.
The committees hope to agree upon a system 
based on sound accounting and economics 
which, having the approval of both institutes, 
might ultimately be adopted as a uniform sys­
tem by those oil companies with which the 
problem of inventory valuation is acute.
A second meeting for discussion of the topic 
was scheduled for November 15th.
Institute Pamphlet on Securities Act
A pamphlet on "Accountants and the securi­
ties act,” consisting of two papers read at the 
annual meeting of the American Institute of 
Accountants, at New Orleans,, was mailed on 
November 6th to all members of the Institute.
The papers are by Spencer Gordon, of coun­
sel for the Institute, and James Hall, member 
of the executive committee. Mr. Gordon 
analyses the provisions of the act in their bear­
ing upon the duties and responsibilities of the 
accountant, and Mr. Hall discusses accounting 
problems related to points brought out in Mr. 
Gordon’s paper.
The pamphlet is offered in lieu of a special 
report by a sub-committee of the special com­
mittee on public relations, which has studied 
the problem. The committee feels it impossi­
ble, with a number of legal and accounting 
questions yet to be answered finally, to make 
specific recommendations. Although the com­
mittee is not prepared officially to adopt or to 
endorse the conclusions which the authors have 
reached, it believes that the two papers bring 
out clearly the problems of primary interest to 
accountants.
In an introduction to the pamphlet, members 
who have given thought to the problem are 
invited to submit to the committee their sug­
gestions for amendments to the securities act. 
In the event that the question arises at the 
coming session of congress, the Institute’s com­
mittee may find an opportunity to make specific 
recommendations.
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William C. Rion
William C. Rion, an associate of the Ameri­
can Institute of Accountants since 1922, died 
at the Columbia Hospital, Columbia, South 
Carolina. Up to the time of his death, Mr. 
Rion had been in public practice. He was 48 
years of age.
Institute Represented at Meetings 
of Accountants
John F. Forbes, president of the American 
Institute of Accountants, attended the annual 
meeting of the Texas Society of Certified Public 
Accountants, held at the Rice hotel in Houston, 
October 13th and 14th. He spoke briefly at a 
morning session and again at some length at 
the banquet, when he told of the work and 
aims of the Institute. From Houston Mr. 
Forbes proceeded to the annual meeting of the 
Institute in New Orleans.
Frederick B. Andrews, member of the 
board of examiners of the Institute and retir­
ing vice-president, addressed the Accountancy 
club of the University of Illinois, October 25th, 
on the Institute’s rules of professional conduct. 
He announced that the Institute’s examinations 
in future would include questions on profes­
sional ethics.
John L. Carey, secretary of the Institute, 
spoke before a meeting of the Accountancy 
club of the College of the City of New York, 
November 9th, on problems of the accountancy 
profession. At a tri-state meeting arranged by 
the Society of Certified Public Accountants of 
the State of New Jersey, at the Hotel Ambas­
sador, Atlantic City, November 11th, Mr. 
Carey extended the official greetings of the 
American Institute.
The Institute was represented by Lloyd A. 
Morey, Urbana,, chairman of its recently ap­
pointed special committee on governmental 
accounting, at a conference on that subject held 
in Chicago, October 28th, and attended by 
representatives of five other organizations 
studying the problem. The conference was ar­
ranged by the Public Administration Clearing 
House.
A. H. Puder, Newark, member of the special 
committee on governmental accounting, repre­
sented the Institute’s committee at a confer­
ence of the National Municipal League at At­
lantic City, November 10th.
Representatives of six national organizations, 
among them the American Institute of Ac­
countants, met in Chicago on October 28th, at 
a conference on municipal accounting, called 
by Louis Brownlow, director of the Public 
Administration Clearing House.
The organizations represented, in addition to 
the Institute, were the National Association of 
Cost Accountants, the American Society of 
Certified Public Accountants, the Accounting 
Research Council of the American Association 
of University Instructors in Accounting, the 
National Association of State Audits, Comp­
trollers and Treasurers and the Municipal 
Finance Officers’ Association.
It was recognized by those attending the 
conference that, in view of the need for more 
authoritative standards of terminology, report 
forms and audit methods of municipalities as 
well as other governmental subdivisions, there 
exists a timely opportunity for constructive 
work in this field through the joint efforts of 
various organizations interested in the subject. 
Activities along these lines were initiated by the 
drafting of a recommendation to Mr. Brown- 
low that each of the organizations represented, 
at the conference and in addition, the City 
Managers’ Association, the American Municipal 
Association and the U. S. Census Bureau, be 
asked to appoint one representative to a cen­
tral committee which would undertake a pro­
gram of this kind. The recommendation also 
included the suggestion that each organization 
provide for an advisory committee from its 
own membership to whom the recommendations 
of the central committee will be submitted for 
review and comment.
Compulsory Audits and Appointment 
of Auditors
Following is the text of a report of the 
special committee on appointment of auditors 
presented to the council at its meeting on Octo­
ber 16th, which contains a summary of state 
laws dealing with compulsory audits and 
methods of appointment of auditors:
To t h e  Co u n c il  o f  t h e  A m er ic a n  In s t it u t e  o f
A c c o u n t a n t s :
G e n t l e m e n : The special committee on appoint­
ment of auditors submits herewith its report.
The committee has endeavored to keep informed 
regarding proposed legislation and has gathered a
Conference on Municipal Accounting
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considerable amount of information on existing laws 
and regulations relating to the appointment of audi­
tors. Much of this information has been obtained 
through cooperation of various state societies, and 
the committee in return has furnished on request sug­
gestions as to legislation proposed.
The data assembled by the committee may be classi­
fied as follows:
Requirements of securities exchanges and com­
mercial associations.
Reports under "blue sky” laws.
Annual reports to shareholders.
Annual reports as public records for the pro­
tection of creditors.
Reports of banks and building and loan societies.
Audits of political subdivisions of states.
Financial statements required of bidders for 
highway construction work and other projects 
of governmental subdivisions.
Early in 1933, the New York stock exchange an­
nounced its intention of requiring audited statements 
in connection with listing applications made after 
July 1, 1933. It announced also that audited 
periodic statements would be required from cor­
porations enjoying its listing privilege.
The New York stock exchange, cooperating with 
the special committee of the American Institute of 
Accountants on cooperation with stock exchanges, 
subsequently sent to listed corporations suggestions 
on the treatment and presentation of certain items in 
their balance-sheets and income-accounts. Listed cor­
porations were asked, also, to request their auditors 
to furnish to the committee on stock list answers to 
six questions so framed that the answers would fur­
nish a comprehensive auditors’ certificate and a state­
ment as to whether or not certain enumerated ac­
counting principles approved by the committee on 
stock list had been adhered to.
The New York curb exchange, the New York pro­
duce exchange and the Chicago stock exchange fol­
lowed the lead of the New York stock exchange 
by announcing that they also would require sub­
mission of audited statements by listed corporations.
The Edison Electric Institute, with several hundred 
members operating in the public utility field, requires 
its members to publish financial statements which 
shall be audited by independent accountants, and 
to give accurate statements to stock exchanges, con­
sumers, stockholders and the public.
The federal securities act, which became a law in 
June, 1933, requires for certification by "an inde­
pendent public or certified accountant of financial 
statements included in the registration statement un­
der the requirements of schedule A of the act, ex­
cept that section 7 of the act states that the com­
mission may by rules and regulations provide that 
any such information or document need not be in­
cluded in respect of any class of issuers or securities 
if it finds that the requirement of such information 
or document is inapplicable to such class and that 
disclosure fully adequate for the protection of in­
vestors is otherwise required to be included within 
the registration statement.” However, the present 
rules and regulations issued by the federal trade com­
mission provide for no exemptions beyond those con­
tained in the Act itself. It is of particular interest 
to note the extraordinary extent of the liability im­
posed upon accountants for errors or misstatements 
found in financial statements prepared by them and 
submitted as a part of registration statements.
The data on reports under the "blue sky” laws 
of various states, gathered by the committee, is sum­
marized in the following paragraphs:
An amendment, approved May 20, 1933, to the 
Colorado "Fraudulent practice act” provides that 
any person, firm or corporation, etc., selling in­
vestment contracts (as defined in the A ct) shall 
file with the secretary of state an annual report 
of a certified public accountant, which report shall 
set forth the financial condition of the seller of 
such investment contracts at the end of the fiscal 
or calendar year and shall contain an analysis of 
its income, expenses, surplus and reserves. Com­
panies operating under the banking, insurance and 
building and loan laws are exempted from this 
provision.
The Massachusetts securities commission may 
require any person selling or issuing or proposing 
to sell or issue any security to submit financial 
statements sworn to by a certified public account­
ant or a public accountant. A  public accountant 
is defined in the law as a person offering his ser­
vices as an accountant to the public generally and 
who maintains an office as a public accountant.
The Michigan securities commission may re­
quire any licensed dealer or broker, buying, sell­
ing or dealing in securities on marginal accounts 
or partial payments to have a semi-annual audit 
made by a certified public accountant at such time 
and in such form as the commission may require.
The committee now has in its files information on 
requirements for annual reports to shareholders, as 
follows:
The California corporation act requires direc­
tors of every corporation to cause to be sent to 
the shareholders annual balance-sheets and profit-
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and-loss statements certified to by the president, 
secretary, treasurer or a public accountant, unless 
such statements be expressly dispensed with in 
the by-laws.
In North Carolina 25 per cent of the stock­
holders may cause the audit of a corporation’s 
books by a competent accountant.
The general corporation act of Ohio requires 
that the annual financial statements submitted to 
the stockholders be certified by either the officers 
or by a public accountant or firm of public ac­
countants. This law also provides that a director 
shall not be held to have been negligent if he 
relied upon financial statements certified to by a 
public accountant or firm of public accountants 
of good reputation.
On May 5, 1933, Pennsylvania passed a law re­
quiring that annual financial reports to share­
holders be prepared by an auditor selected by the 
shareholders, unless the by-laws expressly provide 
otherwise.
The only state which requires the filing of annual 
reports as public records for the protection of credi­
tors is Massachusetts. This state requires all do­
mestic corporations and all foreign corporations do­
ing business within its jurisdiction, to file annual 
certificates of condition (balance-sheets).
W hile the annual certificates of condition 
(balance-sheets) required of corporations having a 
capital stock of more than $100,000 and doing busi­
ness in Massachusetts must be signed by an inde­
pendent auditor, there is no requirement that the 
auditor must be a professional accountant. In prac­
tice, however, most corporations of any importance 
have employed public accountants. In the case of 
domestic corporations, the auditor must be selected 
by a committee of three stockholders appointed at 
the annual stockholders’ meeting.
The information assembled on reports of banks, 
and building and loan societies follows:
The Connecticut statutes, as amended May 6, 
1933, provide for the appointment of not less 
than two competent, experienced and trustworthy 
persons as auditors of savings banks, but in lieu 
thereof any bank, subject to the approval of the 
bank commissioner, may have the required annual 
audit made by certified public accountants elected 
by the board of directors or a duly authorized 
committee of such board.
The laws of Delaware provide for annual ex­
aminations of banks by the state bank commis­
sioner, but the commissioner may accept instead 
a certified report of an examination made by a
certified public accountant.
In Georgia directors of banks have the power 
to employ certified public accountants to make the 
semi-annual directors’ examinations required by 
law.
In the legislation recommended in May, 1933, 
by the attorney general of Massachusetts to 
strengthen the banking laws of that state, the bank 
commissioner is authorized to employ certified 
public accountants to audit the books of any bank 
whenever deemed necessary.
The Massachusetts statutes relating to savings 
banks provide for an annual audit by a certified 
public accountant, but the auditing committee of 
any bank may request the commissioner to make 
the audit instead of the certified public account­
ant.
Corporations borrowing from Massachusetts 
savings banks must submit to audits by an ac­
countant approved by the bank commissioner. The 
auditor does not have to be a professional ac­
countant, but in practice usually is.
In Minnesota the commissioner of banks is not 
permitted to accept independent audits of banks, 
but may accept an audit report prepared by a 
certified public accountant on a building and loan 
association, in lieu of a report prepared by the 
directors.
Nebraska does not require audits of banks, 
building and loan associations or political sub­
divisions to be made by public accountants.
The law of New Hampshire relating to savings 
banks and trust companies provides for semi­
annual audits by the trustees, but the publication 
of an annual audit report by a certified public ac­
countant will be accepted in lieu of semi-annual 
audits by the trustees.
The banking law of Ohio permits the directors 
to have the annual audit made by a certified pub­
lic accountant.
The banking law of Oklahoma does not pro­
vide for independent audits. Bidders for high­
way construction contracts must submit certified 
financial statements.
The banking law of Rhode Island provides for 
annual audits to be performed by a certified pub­
lic accountant who shall be a qualified elector in 
Rhode Island.
South Carolina has a law requiring building 
and loan associations to be audited annually by 
public accountants.
In Virginia the auditor of public accounts and 
commissioner of insurance and banking are not
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permitted to accept independent reports made by 
certified public accountants.
The information obtained on audits of political 
subdivisions of states follows:
In Georgia several bills have been passed 
authorizing the appointment of certified public ac­
countants to audit county records.
Kansas has enacted a law providing for an 
audit of the state highway department from March 
31, 1931, to be made by a bi-partisan committee 
of five members of the legislature who may em­
ploy accountants, attorneys and assistants at a com­
pensation not to exceed $10 per diem and actual 
expenses.
Minnesota does not require audits of its politi­
cal subdivisions. A  department of public ex­
aminer is maintained for the purpose of making 
audits when requested by local officials, at cost.
On February 24, 1933, the governor of Missouri 
was authorized to cause an audit of the accounts 
of political subdivisions by accountants selected by 
him.
New Jersey has a department of municipal ac­
counts which conducts examinations and registers 
successful applicants as municipal accountants. 
All audits of municipal accounts in New Jersey 
must be made by registered municipal accountants.
In Oregon a law was passed in March, 1933, 
providing for annual audits of the records and 
accounts of justices of the peace by competent ac­
countants.
South Carolina has legislation pertaining to 
certain counties and state departments, requiring 
annual audits by certified public accountants. 
Following is a summary of information obtained 
respecting financial statements required of bidders for 
highway construction work of governmental sub­
divisions:
The Arizona highway department does not al­
low contractors to bid on its projects unless there 
is on file in the department a financial statement 
not over six months old, prepared by a certified 
public accountant.
The California department of public w o rk s has 
a form of financial statement to be filed by con­
tractors submitting bids. This statement must be 
certified to by a California C. P. A. if the bid 
involves $50,000 or more.
In Illinois the department of public works and 
buildings, division of highways, requires bidders 
to submit financial statements prepared by certified 
public accountants.
The state highway commission of Kansas re­
quires that financial statements submitted by con­
tractors and showing a net worth of more than 
$5,000 be certified by certified public accountants.
The state highway commission of Missouri re­
quires prospective bidders to file financial state­
ments certified to by a certified public accountant 
who holds a certificate issued by the responsible 
authority of the state in which the contractor has 
his principal office.
The state highway department of Texas re­
quires that financial statements submitted in 
qualification for bidding must be made out by 
certified public accountants.
In general, your committee feels that considerable 
progress has been made in the education of the busi­
ness public, although less actual legislation has been 
passed dealing with appointments of auditors than 
was to have been expected a year ago. There have, 
however, been so many suggestions from financial 
writers, business executives, and bankers for amend­
ments to legislation, with particular reference to the 
better procedure in Great Britain and Canada, that 
it is reasonable to expect the introduction of legis­
lation designed to further protect the rights of stock­
holders or creditors, or both.
W e have not felt it desirable as yet for the Institute 
to take the initiative in preparing any model bill or 
model section for corporation laws which would deal 
with the appointment of auditors. The preparation 
of, and especially the introduction to a state legis­
lature or the federal government of such proposed 
legislation, would have too much an appearance of 
selfish interest. However, members of the Institute, 
with the help of a committee, should be active in 
cooperation with business men, bankers, attorneys or 
others who may be considering the improvement of 
corporation laws.
W e accordingly recommend that some standing or 
special committee of the Institute be charged with 
the duties of watching legislation proposed and as­
sisting members in various parts of the country to 
direct legislation along sound lines, so that any 
change will be a definite improvement and of ad­
vantage not only to our profession but to the busi­
ness public.
Respectfully submitted,
C. O liv er  W el l in g t o n , Chairman, 
R ey n o l d  E. B lig h t  
G eorge S. O liv e  
G eorge W . Ro ssetter  
H e r b e r t  M . T e m p l e
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Auditors and the New York Stock 
Exchange
Under date of October 25th the governing 
committee of the New York stock exchange 
authorized publication of a communication from 
the committee on stock list containing certain 
suggestions with reference to audits of corpo­
rations. The full text of the communication is 
as follows:
October 24, 1933.
To the
Governing Committee,
New York Stock Exchange.
Gentlemen:
On January 31, 1933, the president of the stock 
exchange addressed a general inquiry to all listed 
corporations, designed to secure information regard­
ing the scope of audits and the responsibilities as- 
assumed by auditors which would put the exchange 
in a better position to judge the value of audits to 
investors. In this letter, the request was made that 
companies whose accounts were audited should 
secure from their auditors and furnish to the ex­
change, for its use and not for publication, answers 
to six questions. Of these questions, three dealt with 
the scope of the audit and three with the principles 
governing the accounting methods of the corporation 
and the form of presentation of accounts to share­
holders.
The response to this request has been satisfactory, 
replies having been received from a large majority 
of the companies employing independent auditors 
regularly. A  careful study of the replies received 
has brought to the attention of the committee a 
number of points affecting particular companies 
which it has been deemed desirable to take up with 
those companies. In a few cases, the questions in­
volved have been of very substantial importance, but 
the majority have been of relatively minor signifi­
cance.
The replies have indicated very general acceptance 
of certain principles which the exchange regarded 
as of primary importance and set forth in a state­
ment attached to the letter of request, as follows:
1. Unrealized profit should not be credited to 
income account of the corporation either directly 
or indirectly, through the medium of charging 
against such unrealized profits amounts which 
would ordinarily fall to be charged against income 
account. Profit is deemed to be realized when a 
sale in the ordinary course of business is effected, 
unless the circumstances are such that the col­
lection of the sale price is not reasonably assured. 
An exception to the general rule may be made in 
respect to inventories in industries (such as the 
packing house industry) in which, owing to the 
impossibility of determining costs, it is a  trade 
custom to take inventories at net selling prices 
which may exceed cost.
2. Capital surplus, however created, should 
not be used to relieve the income account of the 
current or future years of charges which would 
otherwise fall to be made thereagainst. This rule 
might be subject to the exception that where, up­
on reorganization, a reorganized company would 
be relieved of charges which would require to be 
made against income if the existing corporation 
were continued, it might be regarded as permissi­
ble to accomplish the same result without re­
organization provided the facts were as fully re­
vealed to and the action as formally approved by 
the shareholders as in reorganization.
3. Earned surplus of a subsidiary company 
created prior to acquisition does not form a part 
of the consolidated earned surplus of the parent 
company and subsidiaries; nor can any dividend 
declared out of such surplus properly be credited 
to the income account of the parent company.
4. W hile it is perhaps in some circumstances 
permissible to show stock of a corporation held 
in its own treasury as an asset if adequately dis­
closed, the dividends on stock so held should not 
be treated as a credit to the income account of the 
company.
5. Notes or accounts receivable due from  
officers, employees or affiliated companies must be 
shown separately and not included under a general 
heading such as notes receivable or accounts re­
ceivable.
This committee feels that all these principles 
should now be regarded by the exchange as so gen­
erally accepted that they should be followed by all 
listed companies, certainly, that any departure there­
from should be brought expressly to the attention 
of shareholders and the exchange.
In announcing on January 6, 1933, its intention of 
requiring after July 31, 1933, that there should be 
included in all listing applications, certificates of in­
dependent accountants in respect of the balance-sheet, 
income-statement and surplus-statement for the most 
recent fiscal year, the exchange indicated that in gen­
eral the audit must cover all subsidiaries and the 
scope thereof be not less than that indicated in a 
pamphlet entitled "Verification of financial state­
ments” issued by the federal reserve board in May,
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1929. The request of January 31 called for infor­
mation as to whether these standards were currently 
being maintained in the audits of listed companies.
Upon the subject of the scope of audits, the ex­
isting position is outlined in a communication ad­
dressed by nine leading firms of accountants to the 
exchange under date of February 24, 1933, a copy of 
which is attached hereto. In the interests of investors 
it seems desirable to make clear what is the scope 
of audits as currently conducted and to consider how 
far it is practicable to extend such scope and the re­
sponsibilities of auditors within the limits of a wise 
economy.
The bulletin issued by the federal reserve board 
to which reference has been made indicated clearly 
that the scope of the examination therein provided 
for was not such as would lead naturally to detection 
of (1 )  defalcations on the part of employees, or (2 )  
any understatement of assets and profits resulting 
from charges to operations of items which might 
have been carried as assets. The nine firms of ac­
countants in the letter above referred to pointed out 
that the former limitation is particularly applicable 
to examinations of the larger companies which, gen­
erally speaking, constitute the class whose securities 
are listed on the New York stock exchange.
Your committee is satisfied that the detailed scru­
tiny and verification of the cash transactions of large 
companies can most efficiently and economically be 
performed by permanent employees of the corporation, 
particularly today, when bookkeeping is to so large 
an extent done by mechanical means, and that it 
would involve unwarranted expense to transfer such 
work to independent auditors or to require them to 
duplicate the work of the internal organization. Your 
committee, however, feels that the auditors should 
assume a definite responsibility for satisfying them­
selves that the system of internal check provides ade­
quate safeguards and should protect the company 
against any defalcation of major importance. Un­
less so satisfied, the auditors should make clear repre­
sentations on this point— in the first place, to the 
management, and in default of action by the man­
agement, to the shareholders. Your committee also 
suggests that this limitation on the scope of the audit, 
though an entirely proper one, should be specifically 
mentioned in the common form of audit report.
The committee feels that the auditors should recog­
nize a responsibility to verify and, if necessary, to 
report to the shareholders upon any transactions 
aff ecting directors or officers of the corporation in 
respect of which there might be a conflict of inter­
est between such directors and officers and the gen­
eral body of shareholders.
Turning to the second limitation on the scope of 
audits as outlined in the federal reserve bulletin, 
the accountants indicated that, generally speaking, 
their examination of the income or profit-and-loss 
account was perhaps less extensive than the pro­
cedure contemplated in that bulletin. The classifi­
cation of the income or profit-and-loss account is 
clearly a matter of great importance to investors. 
Whether income is of such a nature that it may 
reasonably be expected to recur, or is of an exception­
al character, is often a vital consideration in the ap­
praisal of an enterprise, and failure to make such 
distinctions clear in annual accounts is one of the 
defects to which the exchange has had to call at­
tention most frequently in the accounts of listed 
companies.
The committee recognizes that it is neither neces­
sary nor reasonable to hold auditors responsible for 
minor errors in classification, or to ask corporations 
to incur the expense of examinations such as would 
justify the acceptance of such a responsibility. Audi­
tors should, however, in addition to satisfying them­
selves that the net income reported is not overstated, 
accept the burden of seeing that the income received 
and the expenditures made are properly classified in 
so far as the facts are known to them or are ascer­
tainable by reasonable inquiry. For instance, when 
non-recurring income, shown separately on the books, 
is merged with recurring income in the annual ac­
counts, or when items properly chargeable against 
current income are charged against surplus or re­
serve, the facts are bound to come to the attention 
of the accountant who makes even the most cursory 
examination, and he should not certify without a 
clear qualification accounts in which anything of this 
kind has been done.
The inquiry has again emphasized the importance 
and the difficulty of the problem of properly reflect­
ing the operations of subsidiary and controlled com­
panies. Consolidation of accounts of companies in 
which there are very substantial outstanding inter­
ests is not a satisfactory solution— indeed, the com­
mittee is satisfied that no method can be prescribed 
which could be applied in every case. Operations 
of controlled companies may be as important an 
element in the value of the parent company as those 
of the parent company or its wholly owned sub­
sidiaries. Even where the operations of controlled 
companies are conducted at a negligible profit or loss, 
this fact cannot be ascertained if the result of such 
operations is nowhere reflected in the published
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financial statements. The exchange has recognized 
there there must be an element of flexibility in the 
method of such presentation, so that corporations may 
choose, from among the several methods which will 
give the desired information, that one most suitable 
to its individual circumstances. For a considerable 
period of time past, the agreement covering this mat­
ter which the exchange has requested from corpora­
tions applying for listing has read as follows:
"T o publish at least once in each year and sub­
mit to stockholders at least fifteen days in advance 
of the annual meeting of the corporation, but not
later than ...................... , a balance-sheet, and in-
come-statement for the last fiscal year and a sur- 
plus-statement of the applicant company as a 
separate corporate entity and of each corporation 
in which it holds directly or indirectly a majority 
of the equity stock; or, in lieu thereof, eliminat­
ing all intercompany transactions;
A similar set of consolidated financial state­
ments. If any such consolidated statements ex­
clude any companies a majority of whose equity 
stock is owned, (a )  the caption will indicate the 
degree of consolidation; (b ) the income account 
will reflect, either in a footnote or otherwise, the 
parent company’s proportion of the sum of or dif­
ference between current earnings or losses and the 
dividends of such unconsolidated subsidiaries for 
the period of report; and (c )  the balance-sheet 
will reflect, in a footnote or otherwise, the extent 
to which the equity of the parent company in such 
subsidiaries has been increased or diminished 
since the date of acquisition as a result of profits, 
losses and distributions. Appropriate reserves, in 
accordance with good accounting practice, will be 
made against profits arising out of all transactions 
with unconsolidated subsidiaries, in either parent 
company statements or consolidated statements.
Such statements will reflect the existence of any 
default in interest, cumulative dividend require­
ments, sinking fund or redemption fund require­
ments of any controlled corporation whether con­
solidated or unconsolidated.”
The most costly, and the less satisfactory in some 
respects, of the suggested methods is the publication 
separately of the financial statements of each un­
consolidated controlled corporation, for the reason 
that this imposes upon the stockholder, or analyst, 
the burden of determining for himself the equity of 
the parent company in the earnings of each such 
corporation, making it a burdensome matter for him 
thus to secure a true picture of the results of opera­
tion of the system as a whole.
W ith less information than is suggested by one 
of the methods in the foregoing agreement, the re­
ports of any company having unconsolidated majority- 
owned companies are necessarily incomplete and may 
be positively misleading. The committee believes 
that this is a subject which might well receive the 
consideration of corporate management and of or­
ganized bodies of accounting officers and independent 
accountants in order that adequate disclosure may 
become generally prevalent and not be confined mere­
ly to those companies which have executed the fore­
going agreement with the exchange.
At the same time, it might be desirable to attempt 
to develop a form of audit report or certificate which 
would be more informative to and more clearly un­
derstood by investors than the forms now currently 
in use. It would, in the opinion of the committee, 
be advantageous if audit reports were so framed as 
to constitute specific answers to the last three ques­
tions embodied in the president’s letter to listed com­
panies of January 31, 1933, namely:
4. Whether in their opinion the form of the 
balance-sheet and of the income, or profit-and-loss, 
account is such as fairly to present the financial 
position and the results of operation.
5. W hether the accounts are in their opinion 
fairly determined on the basis of consistent ap­
plication of the system of accounting regularly 
employed by the company.
6. W hether such system in their opinion con­
forms to accepted accounting practices, and par­
ticularly whether it is in any respect inconsistent 
with any of the principles set forth in the state­
ment attached hereto.
As suggested earlier in this communication, also, 
it might contain a clear statement of the scope of the 
audit in relation to detection of defalcations by 
employees.
The matters herein discussed seem to the commit­
tee those in respect of which clarification and im­
provement of accounting practice are most desirable 
in the interest of investors. It suggests to the 
governing committee that these matters should be 
brought to the attention of listed companies and or­
ganized bodies of accountants and accounting officers, 
with a view to definite action along the lines indi­
cated herein.
By the direction of the committee on stock list, 
J . M. B. H O X SEY ,
Executive Assistant. 
RESOLVED, That the governing committee of 
the New York stock exchange concurs in the sug­
gestions herein contained, and authorizes the com-
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mittee on stock list to bring them to the attention 
of those concerned, as recommended.
ASHBEL GREEN,
Secretary.
October 25, 1933.
Attached to the communication was a copy 
of a letter addressed to the president of the 
stock exchange by nine accounting firms, the 
text of which was published in the Bulletin of 
the American Institute of Accountants for 
March, 1933.
New Trade Commission Rulings 
Under Securities Act
In v e s t m e n t  T rusts
The federal trade commission recently announced 
its approval of a new form for the registration of 
securities under the securities act by an investment 
trust of the fixed or restricted management type 
which does not have a board of directors or persons 
performing similar functions but does have a de- 
positer or a sponsor.
The new form is to be known as C-1. Hereto­
fore, unincorporated investment trusts of this type 
have used the general registration form known as 
A -1, but hereafter they will be expected to employ 
C-1, which is especially designed for their purposes. 
It contains 77 questions of which 51 are devoted to 
information concerning the trust itself. Other groups 
of questions come under the heads of "Information 
concerning the trustee,” and "Information concern­
ing the depositor.” A  number of exhibits also are 
required including a balance-sheet and profit-and-loss 
statements of the trust.
The commission also amended article 16 of the 
rules and regulations regarding prospectuses to apply 
to information filed under the form C-1.
R eo rg a n iza tio n
The commission has approved a form of registra­
tion under the securities act of securities to be issued 
pursuant to a plan of readjustment or reorganization 
of a company.
The new form, D-2, contains 55 questions and calls 
for the submission of a number of exhibits including 
a balance-sheet and a profit-and-loss statement, pro­
vided the issuer has more than a nominal amount of 
stock outstanding.
The commission has amended article 16 of its rules 
and regulations concerning prospectuses to apply to 
information filed under form D-2.
F o reig n  G o v er n m en ts  
Foreign governmental agencies that follow a prac­
tice common to our own governmental agencies of 
having their auditing done by governmental auditors 
are exempt by a recent regulation of the federal trade 
commission from the requirement of schedule A  of 
the securities act that balance-sheets and profit-and- 
loss statements be certified by independent public or 
certified accountants.
A m e n d m en t s  o f  R egistratio n  St a t e m e n t s  
Announcement has been made of the adoption by 
the commission of a rule under the securities act con­
ferring certain powers upon the person who is desig­
nated in each registration statement as authorized to 
receive all communications from the commission con­
cerning the securities issues filed for registration.
According to the new ruling, such person shall  
have power to amend the registration statement by 
altering to a subsequent date the date of the pro­
posed offering of the securities registered; power to 
withdraw the registration statement or amendments 
thereto; and power to consent to entry of an order 
by the commission, prior to effective date of the reg­
istration, refusing to permit the registration statement 
to become effective until it has been amended in 
accordance with the order.
A consent order entered by the commission under 
this ruling is to be "without prejudice to the right 
of the registrant thereafter to have such order vacated 
upon a showing to the commission that the registra­
tion statement as amended is no longer incomplete 
or inaccurate.”
Accompanying the rule is an explanatory note cov­
ering the arbitrary delaying of the proposed date 
of offering of a security in instances where the reg­
istration statement is incomplete or inaccurate but 
"can be corrected with ease by an amendment.” The 
purpose is to permit of a method whereby an exten­
sion of 20 days can be afforded a registrant so as to 
allow him, without threat of stop-order proceedings, 
time to make and file the necessary amendments.
A d v ertisem en ts
A  new rule intended to afford a practical method 
of advertising securities registered under the securities 
act, while at the same time safeguarding the investor 
from erroneous impressions due to a failure to re­
ceive important information, was promulgated by the 
federal trade commission under date of October 13th.
Specifying certain items which must be included 
in such advertisements, the rule permits, with a view 
to the limitations of advertising space, the omission
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of certain material contained in the prospectus and 
allows what is printed to be condensed and arranged 
to suit conditions.
Ex e m p t io n s  fr o m  R egistratio n
The federal trade commission, on November 1st, 
announced the repeal of a rule promulgated July 27th 
regarding exemptions from registration under the 
securities act of certain classes of real-estate mort­
gages, and its replacement with a new regulation 
extending the application of the same principle.
The issues exempt by the new ruling fall under 
three heads:
1. Notes and bonds comprising an issue the ag­
gregate amount of which does not exceed $15,000, 
which are directly secured by first mortgage or first 
deed of trust on a piece of real estate used as the 
issuer’s home.
2. Securities of any character comprising an issue 
the aggregate amount of which does not exceed 
$100,000, subject to the following conditions:
(a )  That the issue shall not be sold other­
wise than for cash;
(b ) That no other securities shall have been 
issued by the same issuer in excess of $100,000, 
including the issue now to be offered, within the 
year immediately preceeding the issue;
(c )  That no other securities of the same class 
shall have been issued within the year immedi­
ately preceeding for any other consideration than 
cash;
(d ) That the commissions charged in con­
nection with the distribution of the issue shall 
not exceed 10% of the offering price;
(e )  That the issue, if bonds, shall not be 
divided into units less than $500, and if stocks, 
into units less than $100, and if any other type 
of security, into units less than $ 5 0 0 ;
( f )  That if the issue consist of notes or bonds 
secured by first mortgage on real estate, the issue 
will also be exempt even if divided into smaller 
units than $500, provided that a prospectus con­
taining detailed information be furnished to the 
purchaser.
3. Securities comprising an issue not exceeding 
$100,000 in par value, which are exchanged for other 
outstanding securities, including extensions or re­
newals of outstanding obligations. A  prospectus con­
taining a brief summary of the terms upon which the 
exchange is to be effected is to be furnished to 
each person with whom securities are sought to be 
exchanged for a new security.
Tri-State Conference in New Jersey
The New York State Society of Certified 
Public Accountants and the Pennsylvania In­
stitute of Certified Public Accountants were 
guests of the Society of Certified Public Ac­
countants of the State of New Jersey at its 
annual fall conference at the Hotel Ambassa­
dor, Atlantic City, November 10th, 11th and
12th.
The discussions, dealing with current prob­
lems of the profession, were not limited in their 
interest to the three states participating. The 
first and third days of the conference were 
given over largely to registration and entertain­
ment, the business sessions falling on Novem­
ber 11th, when papers were read and discussed.
At the first session on the morning of the 
11th, Isaac Benwitt spoke on the "Increasing 
importance of accounting for instalment sales.” 
Frank C. Reilly led the discussion and John 
Conlin presided at the session.
There followed a paper on "Municipal and 
state audits and the C. P. A.,” by Henry B. 
Fernald.
In the afternoon Judge John Warren, former 
president of the New Jersey Building and Loan 
League, spoke on "The forgotten man,” an 
address on building-and-loan associations and 
the accountant. George H. Kingsley led the 
discussion and Julius E. Flink presided.
The business of the day was brought to a 
close with a symposium on accounting legisla­
tion, under the chairmanship of Abraham 
Puder. The papers read were "Advantages to 
the practitioner and to the public of recogniz­
ing state-granted certificates,” by James F. 
Hughes, president of the New Jersey state 
board of C. P. A. examiners; and "Compari­
sons of the New Jersey accountancy act with 
those governing other professions from the 
viewpoint of the granting and revocation of 
authority to practise and of advancing profes­
sional interests,” by William Surosky. The 
three papers were discussed by Samuel H. 
Glassman.
At the banquet, on the evening of November 
11th, greetings were heard from Durand W. 
Springer, secretary of the American Society of 
Certified Public Accountants, John L. Carey, 
secretary of the American Institute of Account­
ants, and Walter A. Staub, president of the 
New York State Society of Certified Public 
Accountants.
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Questionnaire on Competitive Bidding
In preparation for discussion of competitive 
bidding at a joint meeting on November 13th 
of the Los Angeles chapter of the California 
State Society of Certified Public Accountants 
and regional members of the American Insti­
tute of Accountants, the chapter secretary, on 
October 13th, distributed a questionnaire to 
ascertain the views of the membership on this 
question.
Judge Guy R. Crump, recent president of the 
California Bar Association, was scheduled to 
discuss the matter of professional ethics and 
their proper control from the standpoint of 
professions generally. Reynold Blight, a 
former member of the state board of account­
ancy, was to speak on "The enforcement of 
ethical rules against solicitation and bidding.” 
John F. Forbes, president of the American In­
stitute of Accountants, was to report to the 
meeting on the proceedings of the annual meet­
ing of the Institute in New Orleans.
In the questionnaire a competitive bid was 
defined as follows: A bid that includes some 
special inducement to the client in the matter 
of charges to be made or work to be per­
formed, which would not be made if it were 
not known that some other accountant was also 
bidding for the work.
The questionnaire, in pan, follows:
"As a general practice, from the accountants’ point 
of view, with respect to competitive bidding, can 
you see:
Any advantages?
Any disadvantages?
Do the advantages outweight the disadvantages?
Do the disadvantages outweigh the advantages?
Should any distinction be made between govern­
mental and commercial engagements?
Do you favor accountants refusing to submit bids 
for governmental engagements?
From the clients’ point of view, can you see:
Any advantages?
Any disadvantages?
Do the advantages outweight the disadvantages?
Do the disadvantages outweigh the advantages?
In case the majority of our members were opposed 
to competitive bidding, would you join with them 
in agreeing to forego the practice at all times in the 
future?”
Advocates Higher Obsolescence 
Charges
Declaring editorially that industry’s charges 
for obsolescence are too low, and that the prin­
ciple has a wider range than is generally recog­
nized, the current issue of Industrial and Engi­
neering Chemistry, journal of the American 
Chemical Society, points to instances where, in 
its opinion, the usual practice might be im­
proved.
"There are types of obsolescence which go 
practically unrecognized and for which no al­
lowance is made,” it says. "W e refer first to 
the rapid obsolescence due to improvements in 
processes, which should constitute one of the 
largest charges on the books. Speed of pro­
duction is one of the essential factors in mod­
ern manufacture, and it cannot be obtained 
with some types of old equipment.
"A certain company resists change largely be­
cause they have kept on their books an old 
process for which new equipment of older 
models has been installed. They now feel un­
able to write this investment off their books. 
Had it been written off at, say, 15 or 25 per 
cent. yearly, it would now stand at no value, 
and the mental attitude toward a progressive 
change would be very much better.”
Phases of the national industrial recovery act 
were the subjects of three addresses made by 
Frederick J. Knoeppel, of Los Angeles, during 
October. On October 3rd, Mr. Knoeppel 
spoke before a joint meeting of the Inglewood 
chamber of commerce and the Rotary club. On 
October 9th, he addressed the Los Angeles 
chamber of commerce, and on October 26th the 
Los Angeles Society of Industrial Engineers.
Robert E. Payne, Chicago, delivered an ad­
dress on the federal securities act before the 
Investment Analysts club of Chicago on 
October 17th.
Herbert M. Temple, St. Paul, served on the 
general program committee of the American 
Interprofessional Institute and as chairman of 
a special program committee for the tenth 
annual convention of that organization in St. 
Paul, October 12th, 13th and 14th.
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NEWS OF LOCAL SOCIETIES
Arizona
The first annual meeting of the Arizona 
Society of Public Accountants, formed last 
spring, was held at the Hotel Adams, Phoenix, 
Arizona, on October 21st.
Among the guests at the meeting were 
Charles A. Carson, Jr., president of the 
Arizona State Bar Association; Henry D. Ross, 
chief justice of the Arizona supreme court, and 
H. Dean Campbell, professor at the University 
of Southern California.
Adoption of a code of standard fees for the 
profession in Arizona was discussed and it was 
decided to circularize the membership of the 
society for the necessary information. A reso­
lution calling for the dissemination of the code 
of professional ethics of the society, patterned 
in part after that of the American Institute of 
Accountants, was adopted.
Officers elected were: A. W. Crance, presi­
dent ; Arthur C. Rogers, vice president; Walter 
Wood, secretary, and P. I. Perkins, treasurer. 
The new executive committee consists of Hugh 
T. Cuthbert, chairman, Claud F. Harmon, T. 
J. Elliot, James A. Smith and E. T. Garrett. 
Mrs. Daphne Latham was elected auditor.
Arkansas
The Arkansas Society of Certified Public 
Accountants, after an increase in membership 
of fifty per cent. during the past year, now 
comprises over ninety-five per cent. of all prac­
tising certified public accountants in the state.
An announcement of this fact was made at 
the annual meeting of the society in Little 
Rock, Arkansas, on October 23rd, by J. C. 
Fuller, the retiring president. Officers and 
directors, as elected at that time to serve during 
the coming year, are: A. V. McDuffie, presi­
dent; Robert McNair, vice-president; F. J. 
Venner, secretary-treasurer; L. B. Croft, R. E. 
Chase, J. C. Fuller, C. H. Kinard, and G. A. 
Railsback, directors.
California
Los A n g e le s
The Los Angeles chapter of the California 
State Society of Certified Public Accountants 
reports that attendance at its first two meetings 
of the season, which were featured by addresses 
and discussion on the federal securities act and 
the Glass-Steagall banking act, shattered all 
previous records.
J. R. Douglas, vice-president of the Security 
First National Bank of Los Angeles, addressed 
the latest meeting, which was held on October 
9th, on the federal banking act.
Iowa
At the annual meeting of the Association 
of Iowa Accountants, held on October 14th at 
the Kirkwood hotel, Des Moines, officers and 
directors were elected for the ensuing year.
They are: M. E. Brooks, president; Louis S. 
Goldberg, vice-president; Roy W. Gater, treas­
urer; R. W. Paulsen, secretary; Thomas V. 
Conway, J. E. Bemis, Sidney L. Taylor and 
Louis S. Goldberg, directors.
Maine
With about 25 members present, the Maine 
Society of Certified Public Accountants met in 
Portland October 25th for a discussion of the 
federal securities act. Chester A. Jordan, presi­
dent, presided.
Massachusetts
At a meeting of the Massachusetts Society 
of Certified Public Accountants, held at the 
Parker House, Boston, on October 30th, 
Kenneth B. Backman, executive secretary of 
the Boston Better Business Bureau, reviewed 
the history of the bureau and its accounting 
problems. Harvey S. Chase, chief statistician 
of the National Economy League, spoke on the 
subject of local taxes.
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Minnesota
The federal securities act was attacked and 
defended by an attorney and a certified public 
accountant respectively at a monthly meeting of 
the Minnesota Society of Certified Public Ac­
countants held at the Curtis hotel, Minneapolis, 
on October 24th.
The speakers were Arnold L. Guesmer, at­
torney, and Herman C. Peisch, accountant, both 
of Minneapolis. The society was host to the 
Ramsey and Hennepin county bar associations. 
Lyle W. Hines, of St. Paul, is president of the 
society.
Nebraska
The Nebraska Society of Certified Public 
Accountants met in Omaha on October 27th 
for the first meeting of the new season. Papers 
on "Internal check” were read by W. R. 
Irwin and Henry Moeller. Elton C. Loucks 
discussed certain aspects of papers read at the 
annual meeting of the American Institute of 
Accountants at New Orleans.
New Jersey
With an attendance of 114, the Society of 
Certified Public Accountants of the State of 
New Jersey held its initial meeting of the sea­
son on October 10th at the Downtown club, 
Newark.
The principal address was made by Professor 
Charles W. Gerstenberg on the subject of the 
accountant’s responsibility under the federal 
securities act. Among the guests was Richard 
C. Plummer, assistant attorney-general of the 
state of New Jersey.
Philip S. Suffern, president of the society, 
presided at the meeting.
New York
The New York State Society of Certi­
fied Public Accountants held its eleventh 
annual fall conference on October 30th at the 
Waldorf-Astoria hotel. The principal ad­
dresses were devoted to interpretation of vari­
ous phases of the federal securities act and the 
national industrial recovery act by officers of 
the federal government.
Dr. James M. Landis, member of the Fed­
eral Trade Commission, interpreted and de­
fended the liability clause of the securities act, 
declaring that recent developments in the regis­
tration of securities issues justified the strict­
ness of the act in fixing liability. Malcolm 
Muir, division administrator of the N. R. A., 
Grover A. Whalen, chairman of the New York 
N. R. A., and A. B. Gunnarson, manager of 
the department of manufacture of the United 
States Chamber of Commerce, spoke on other 
phases of the new legislation.
Walter A. Staub, president of the society, 
presided at the conference. An exhibit of rare 
volumes on accounting, including several copies 
of Pacioli’s study of the subject written about 
five hundred years ago, attracted much atten­
tion.
North Carolina
A modified form of the Canadian banking 
system was recommended for the United States 
by Dr. J. B. Woolsey, professor of Finance at 
the University of North Carolina, in an address 
before the 14th annual convention of the North 
Carolina Association of Certified Public Ac­
countants held at Chapel Hill, October 26th, 
27th and 28th.
Officers elected for the coming year are: W. 
E. Stevens, president; J. I. Mason, vice-presi­
dent; Thomas P. Zumbrennen, treasurer; R. L. 
Bradley, secretary. The new board of directors 
consists of the foregoing and O. N. Hutchin­
son, C. E. Elberson, C. F. Delemar and W. C. 
Nichols. The association was invited to meet 
in Durham next spring.
Ohio
The fall meeting of the Ohio Society of 
Certified Public Accountants was held Septem­
ber 28th, 29th and 30th at the Columbus coun­
try club, Columbus, Ohio.
Among the speakers were: Ralph J. Wat­
kins, head of the Bureau of Business Research, 
University of Pittsburgh; George M. Morris, 
Washington, D. C., attorney; F. H. Elwell, 
professor, University of Wisconsin; Walter A. 
Staub, president of the New York State Society 
of Certified Public Accountants, and Royal E. 
Davis, commercial research manager of the 
Goodyear Rubber Company, Akron, Ohio.
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Oregon
A recommendation to the city council of 
Portland, Oregon, that it employ accountants 
on the basis of merit rather than call for bids 
was submitted last month by the Oregon State 
Society of Certified Public Accountants.
Pennsylvania
P h ila d e lp h ia  
The distinction between the field of the cost 
engineer and that of the cost accountant was 
discussed at the October meeting of the Phila­
delphia chapter of the Pennsylvania Institute 
of Certified Public Accountants. The meeting 
was held October 18th at the Manufacturers 
and Bankers club, with an attendance of more 
than a hundred.
W. L. Churchill, industrial economist and 
engineer, in addressing the meeting on "The 
economic right price,” stressed the fact that the 
work of the cost accountant is not duplicated 
or supplanted by that of the cost engineer, but 
rather supplemented by it.
P it ts b u r g h  
Statutory regulation of accounting was dis­
cussed at a joint meeting of the Pittsburgh 
chapters of the Pennsylvania Institute of Certi­
fied Public Accountants and of the National 
Association of Cost Accountants on September 
20th. The chapter of the Pennsylvania Insti­
tute is endeavoring to ascertain from its mem­
bers whether or not they favor regulation by 
state law and what form this regulation, if any, 
should take.
Texas
The Texas Society of Certified Public Ac­
countants held its annual convention at the 
Rice hotel, Houston, on October 13th and 14th. 
One session was devoted to a joint meeting 
with the Houston Bank Auditors’ Association, 
the Houston chapter of the American Institute 
of Banking and the local chapter of the 
National Association of Cost Accountants.
Among the speakers were John F. Forbes, 
president of the American Institute of Account­
ants, Walter A. Staub, president of the New 
York State Society of Certified Public Account­
ants, George Armistead, Houston, J. K. Flem­
ing, auditor of the National Bank of Com­
merce, Houston, H. H. Carey, comptroller of 
the First National Bank of Houston, and Frank 
L. Wilcox, chairman of the Texas state board 
of public accountancy.
Officers elected for the ensuing year are: 
Dr. T. W. Leland, of College Station, Texas, 
president; J. G. Bixler, of El Paso, vice-presi­
dent, and C. F. Milledge, of Houston, secre­
tary-treasurer.
Utah
At the annual meeting of the Utah Associa­
tion of Certified Public Accountants, held at 
Salt Lake City, October 19th, the following 
officers were elected:
Roy G. Abbey, president; Harold L. Child, 
vice-president; Alan G. Mann, secretary-treas­
urer. The retiring officers were Lynn E. Bax­
ter, president; Frank L. Ostler, vice-president, 
and Leon H. Jackson, secretary- treasurer.
ANNOUNCEMENTS
Franke, Graeff & Hannon, announce admis­
sion of Howard A. Withey as a general partner 
in the firm.
Gilliam Grissom, J. D. Schoolfield and E. 
H. Lorenson have formed a partnership to be 
known as Gilliam Grissom Associates, with 
offices at 327-328 United Bank building, 
Greensboro, N. C.
Orrin R. Judd announces that he has opened 
an office at 31 Nassau street, New York city.
MacLeod & McManus have moved from 38 
Chauncey street to 75 Federal street, Boston.
Jim Quinn announces the reopening of 
offices in the Morales Building, Tampa, Fla.
Walter K. Smith, Fred L. Smith, Gilbert F. 
Dukes and V. M. Buckalew announce the form­
ing of a partnership under the name of Smith, 
Dukes & Buckalew, with offices in the First 
National Bank Building, Mobile, Alabama.
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AMERICAN INSTITUTE OF ACCOUNTANTS 
135 Cedar Street, New York, N. Y.
Executive Committee
To the Members and Associates of the
American Institute of Accountants:
G e n t l e m e n :
Under date of November 15, 1932, there was transmitted 
to members and associates an offer of the executive committee 
to consult with any member who might be the object of a suit 
based on alleged negligence in discharge of a professional 
engagement.
This offer is now repeated in the hope that the executive 
committee may be of assistance to members, and at the same 
time help to discourage unjustified attacks and unreasonable 
claims by indicating that the profession will cooperate in 
defense.
Yours truly,
JOHN L. CAREY, Secretary.
December 15, 1933.
AMERICAN INSTITUTE OF ACCOUNTANTS
Amendments to the By-Laws 
Effective
Amendments to article V, section 3, of the 
by-laws, adopted at the annual meeting of the 
Institute at New Orleans, October 17, 1933, 
have been confirmed in writing by a majority 
of the members of the Institute and were de­
clared effective by the president as of Novem­
ber 18, 1933. The amendments provide 
specifically a procedure with respect to rein­
statement of persons who (a) have resigned 
or (b) have ceased to be members or associ­
ates for non-payment of dues and other obli­
gations to the Institute. Article V, section 3, 
as amended reads as follows:
ARTICLE V
Section 3 (a ) . A member or an associate who 
shall resign while in good standing may be re­
instated by a three-fourths vote of the members of 
council present and voting at any regular or special 
meeting of council, provided the person applying 
shall submit with his application for reinstatement 
the amount of dues and assessments, subscriptions, 
etc., not in any case to exceed $25, which would 
have been payable by him if he had continued in 
membership from the time of resignation to the date 
of application for reinstatement.
(b) The executive committee, in its discretion, 
may reinstate a member or an associate whose mem­
bership shall have been forfeited for nonpayment of 
dues or other sums due by him to the Institute, pro­
vided that application shall be made within six 
months from the date of termination of membership, 
and provided that the person applying shall submit 
with his application for reinstatement the amount of 
dues and assessments, subscriptions, etc., which 
would have been payable by him if he had not for­
feited his membership, plus a fine of $10.
(c) No person shall be considered to have re­
signed while in good standing if at the time of his 
resignation he was in debt to the Institute for dues 
or other obligations. A member submitting his resig­
nation after the beginning of the fiscal year, but be­
fore expiration of the time limit for payment of dues 
or other obligation, may attain good standing by pay­
ing dues prorated according to the portion of the 
fiscal year which has elapsed, provided obligations 
other than dues shall have been paid in full.
Institute Represented at Meetings 
of Accountants
M in n e s o ta  
Maurice E. Peloubet, newly elected chair­
man of the board of examiners, addressed a 
meeting of the Minnesota chapter of the 
American Institute of Accountants at Min­
neapolis on November 2, 1933. He spoke on 
the policies of the Institute and on certain 
phases of its activities, particularly the work 
of the board of examiners and the require­
ments for admission.
M o n t a n a
Mr. Peloubet, with the assistance of James 
M. McConahey, Seattle, former member of the 
board of examiners, conducted oral examina­
tions of five applicants for admission to the 
Institute at Helena on November 4, 1933. 
Following the examinations, members of the 
Institute, candidates and E. R. Sanford of the 
state university met with the examiners at 
luncheon and there was informal discussion of 
the purposes and the work of the Institute.
R o c h e s te r ,  N. Y.
Rochester members of the American Institute 
of Accountants met as such for the first time 
at a dinner meeting at the Rochester club, 
November 23, 1933. John L. Carey, secretary 
of the Institute, was a guest at the meeting. 
There was informal discussion of problems 
arising in conjunction with the federal securi­
ties act, the national industrial recovery act, 
municipal audits and cooperation between ac­
countants and bankers. Every member of the 
Institute residing in the city was present 
and it was resolved that similar meetings should 
be held frequently in the future. Otto A. 
Shults, a member of the special committee on 
development of the Institute, arranged the 
meeting and accepted the responsibility of call­
ing future meetings.
B a l t i m o r e  
Will-A. Clader, chairman of the Institute’s 
committee on state legislation, was guest 
speaker at a meeting of the Maryland Associa­
tion of Certified Public Accountants at the 
Emerson hotel, Baltimore, December 12th. Mr.
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Clader’s subject was "Standards for the C. P.
A. certificate.” His remarks included analysis 
of provisions of many state accountancy laws 
and discussion of the problem of educating the 
public to a clearer understanding of the mean­
ing of the C. P. A. certificate.
Vice-president's Address before 
Securities Commissioners
In a recent address before the National 
Association of State Securities Commissioners 
at Milwaukee, entitled "Public accountants 
and the investing public”, Frederick B. 
Andrews, then vice-president of the American 
Institute of Accountants, said criticisms of 
public accountants in conjunction with con­
spicuous financial failures are not unwelcome 
if constructive, but he said that certain criti­
cisms of this type are unfair and show com­
plete lack of understanding on the part of the 
critic.
Mr. Andrews referred to the federal reserve 
board pamphlet, Verification of financial state­
ments, as a manual of procedure which has not 
been improved upon by other bodies or by 
critics of public accountants’ reports. He 
pointed out the fact that restrictions are placed 
on auditors by the corporate management which 
usually engages them, and said that the selec­
tion of certified public accountants, who are to 
serve as auditors for a company, by. the stock­
holders, as is required under the new Penn­
sylvania corporation act and as is being done 
voluntarily by the United States Steel Corpo­
ration, would be a constructive reform. The 
responsibility of investors themselves was em­
phasized by Mr. Andrews. He said that they 
must give careful study, not mere casual read­
ing, to the financial statements submitted, and 
to the auditor’s certificates accompanying them; 
and, further, that investors must not consider 
balance-sheets and operating statements as com­
plete and sufficient indices of the worth of an 
investment— something which they never can 
be. Public accountants may properly be held 
strictly to the performance of their work with 
high skill, judgment and integrity, Mr. 
Andrews said, but to attempt to make them 
financially responsible for losses to investors is 
to distort the significance of their work and 
perhaps to deprive investors of its benefits.
President’s Record on California 
Board
John F. Forbes, president of the American 
Institute of Accountants, was recently ap­
pointed a member of the California state 
board of accountancy for his twenty-sixth con­
secutive term, assuring him of the record of 
the longest service as a member of a state ac­
countancy board in the United States.
Mr. Forbes received his first appointment in 
1909 and has served continuously since that 
date, acting as president of the board since 
1914. He has offices in San Francisco.
B. W . Bours, also of San Francisco, a mem­
ber of the American Institute of Accountants, 
has been reappointed a member of the same 
board. Mr. Bours has served as secretary- 
treasurer since 1925.
Relations of Practitioners and 
Students
The need for closer relations between prac­
tising public accountants and students of ac­
countancy was cited by John J. Gannon, mem­
ber of the state board of public accountancy 
of Texas, in an address at the annual meeting 
of the Texas Association of University Instruct­
ors in Accounting, held at Houston.
Mr. Gannon spoke of the lack of interest 
taken by the certified public accountant in the 
students who are preparing themselves for the 
profession.
"Possibly if we had a student organization 
affiliated with and sponsored by the Texas 
Society of Certified Public Accountants it 
might be useful,” he said. "I understand that 
the national engineering societies have had 
student chapters in the larger engineering 
schools for a number of years. Just thinks 
what advantages could have been gained by 
all of us in our leading accountancy practi­
tioners would have lectured during the past 
year on such seemingly simple but far-reaching 
subjects as reserves for doubtful accounts 
(which there has been a very strong tendency 
to understate) and inventories (various meth­
ods of their ascertainment and prevention of 
inflation).
"I hope that your organization will sponsor 
immediately some such active coordination as 
I have briefly outlined between the practitioner 
and the student.”
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Committee Appointments
Acceptances of additional committee ap­
pointments have been received since publica­
tion of the November Bulletin.
Sp e c ia l  Co m m it t e e  o n  D e v e l o p m e n t  
o f  A c c o u n t in g  P r in c iple s
The president has created a new committee, 
with the approval of the executive committee, 
to consider how far it may be possible to formu­
late broad principles of accounting which are 
regarded as so generally acceptable that any 
deviation from them should require explan­
ation. The personnel of the new committee 
consists of chairmen of other committees whose 
work involves to some extent the statement of 
accounting principles. Following are the mem­
bers of the new committee, which will be 
known as the special committee on develop­
ment of accounting principles:
George O. May, chairman, New York
(Chairman, special committee on cooperation 
with stock exchanges.)
George Armistead, Texas
(Chairman, committee on professional ethics.)
Lewis Ashman, Illinois
(Chairman, special committee on cooperation 
with securities commissioners.)
Charles B. Couchman, New York
(Chairman, special committee on cooperation 
with bankers.)
Frederick B. Hurdman, New York
(Chairman, special committee on cooperation 
with investment bankers.)
William A. Paton, Michigan
(Chairman, committee on education.)
James H. Stagg, New York
(Chairman, special committee on accounting 
procedure.)
Spe c ia l  C o m m it t e e  o n  D e v e l o p m e n t  
o f  t h e  In s t it u t e
On account of the effective work performed 
during the past year by the special committee 
on development of the Institute, which con­
sisted of 46 members in 45 cities, the presi­
dent has increased the personnel of the com­
mittee to 71. In the notification of appoint­
ment was included the following outline of 
the scope and purposes of this committee:
1. To act as a liaison agency between the executive 
officers and individual members in various parts 
of the country.
2. To disseminate information about the purposes 
and activities of the Institute among accountants 
who are not members of the Institute, by in­
formal reports at meetings of local societies and 
through conversation with individuals.
3. To encourage application for admission to the 
Institute by accountants known to be eligible. 
(At its meeting on October 16th the council 
resolved that the refund of initiation fees be ex­
tended through the current fiscal year. Accord­
ingly, only the examination fee of $25 need ac­
company an application. The ordinary initiation 
fees are for membership, $50; for associateship, 
$25.)
4. To arrange informal meetings of members of the 
Institute, in cooperation with members of coun­
cil, if possible, for the purpose of discussing In­
stitute affairs and professional problems of 
national significance.
5. To transmit suggestions for constructive activity 
by the Institute.
The personnel of the committee is as follows:
Edward E. Gore, chairman, Chicago, Ill.
Lewis H. Allen, Buffalo, N. Y .
William H. Ball, Detroit, Mich.
M. H. Barnes, Savannah, Ga.
Jay E. Bigham, Tampa, Fla.
Philip L. Billings, Des Moines, Iowa
Joseph A. Boulay, Minneapolis, Minn.
George B. Buist, Fort Wayne, Ind.
Marvin O. Carter, Memphis, Tenn.
Myrtile Cerf, San Francisco, Calif.
William Charles, Milwaukee, Wis.
William T. Chumney, San Antonio, Texas
William L. Clark, Tulsa, Okla.
A. Crawford Clarkson, Columbia, S. C.
Charles Floyd Coates, Hartford, Conn.
William H. Compton, Trenton, N. J.
James D. M. Crockett, Kansas City, Mo.
Robert Hall Crook, Meridian, Miss.
George T. Durham, Richmond, Va.
Charles Evans Elberson, Winston-Salem, N. C.
George H. Ford, Jacksonville, Fla.
H. W . Gifford, Topeka, Kansas
J. H. Gilby, Chicago, Ill.
Louis S. Goldberg, Sioux City, Iowa
Harry B. Graham, Miami, Fla.
Charles M. Grider, El Paso, Texas
Andrew M. Hauser, Newark, N. J.
J. Brooks Heckert, Columbus, Ohio
Albert E. Hunter, Boston, Mass.
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F. S. Jacobsen, Helena, Mont.
Chester A. Jordan, Portland, Me.
Roy Karshner, Atlanta, Ga.
Lincoln G. Kelly, Salt Lake City, Utah 
Wayne Kendrick, Washington, D. C. 
Francis E. Kepple, Fort Worth, Texas 
Rene J. LeGardeur, New Orleans, La. 
Elton C. Loucks, Omaha, Nebr.
Fred L. Main, New York, N. Y .
Harry J. Mack, Wilmington, Del.
James S. Matteson, Duluth, Minn.
Ralph B. Mayo, Denver, Colo.
Thomas Miller McIntyre, Nashville, Tenn. 
Harry B. Mills, Los Angeles, Calif.
Harry W . Moore, Los Angeles, Calif. 
Allan Muddiman, Birmingham, Ala.
J. R. Nelson, Dallas, Texas 
Kennon Webster Parham, Raleigh, N. C. 
Willis H. Plunkett, Phoenix, Ariz. 
Raymond H. Rebsamen, Little Rock, Ark. 
Edgar S. Reinberger, Pine Bluff, Ark.
John Y . Richardson, Portland, Ore.
O. G. Richter, Pittsburgh, Pa.
Ernest A. Roden, Cincinnati, Ohio 
George T. Rosson, Mobile, Ala.
Lewis Sagal, New Haven, Conn.
August J. Saxer, St. Louis, Mo.
Otto A. Shults, Rochester, N. Y.
Walter H. Shultus, Grand Rapids, Mich.
S. Charles Steele, Fairmont, W . Va.
J. Bryan Stephenson, Albuquerque, N. M. 
Maurice W . Staffer, St. Paul, Minn. 
Roscoe L. Thomas, Butte, Mont.
William Robertson Tolleth, Norfolk, Va. 
Clarence L. Turner, Philadelphia, Pa. 
Patrick J. Walsh, Tucson, Ariz.
Robert E. Warren, Cleveland, Ohio 
Rodney D. White, Seattle, Wash.
Frank L. Wilcox, Waco, Texas 
Ernest E. Wooden, Baltimore, Md.
Stephen S. Yeoman, Indianapolis, Ind.
L. Tipton Young, Louisville, Ky.
Gabriel A. D. Preinreich, of New York, is 
the author of an article on "Taxation and the 
natural business year”, appearing in the De­
cember issue of The Accounting Review.
Frank C. Taylor, of Beaumont, Texas, has 
been made secretary of the advisory board of 
the local Salvation Army corps.
Louis G. Peloubet
Louis G. Peloubet, a member of the Insti­
tute since 1916, died at his home at Maple­
wood, N. J., on December 26th.
Mr. Peloubet had been in public practice 
since 1905, and since 1915 had been senior 
partner in the firm of Pogson, Peloubet & 
Company, of New York. Prior to his moving 
to Maplewood seven years ago, his home was 
New York. He was a member of the New 
York State Society of Certified Public Account­
ants. At the time of his death he was 73 
years old.
Samuel J. Sonderling
Samuel J. Sonderling, for the past thirty-six 
years associated with the banking firm of Leh­
man Brothers and a member of the Institute 
since 1916, died December 2nd at the Medical 
Center at New York after an illness of several 
weeks.
Spanish Translation of "Verification 
of Financial Statements”
The revised edition of the pamphlet Verifi­
cation of financial statements, prepared by a 
committee of the American Institute of Ac­
countants and published by the federal reserve 
board, has been translated into Spanish for dis­
tribution among public accountants in Mexico.
The pamphlet, which has been widely cir­
culated among accountants, bankers and credit 
men as a guide to auditing procedure, was first 
published in the bulletin of the federal reserve 
board in 1917. It was soon issued in pamph­
let form under the title "Approved methods 
for the preparation of balance-sheet state­
ments.” In 1925, after obtaining the permis­
sion of the Institute and of the federal reserve 
board, Mancera Brothers, accountants of Mexi­
co City, published its first translation into 
Spanish. Recently the same firm of accountants 
obtained permission to publish the work as it 
was revised in 1929. This latest translation 
has just appeared in pamphlet form with re­
prints of sections from the editorial columns of 
The Journal of Accountancy and quotations 
from the Bulletin of the Institute.
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Professional Ethics as Examination 
Subject
With the approval of the committee on pro­
fessional ethics, the board of examiners has 
decided to include among the Institute’s ex­
amination questions at each session one ques­
tion on the ethics of the profession.
At the November, 1933, sessions such a 
question was included in the auditing paper. 
The board’s purpose is to emphasize the im­
portance of this subject in the minds of those 
who plan to undertake the public practice of 
accounting and also to influence consideration 
of professional ethics on the part of students 
of accountancy.
Notification of the board’s intention has 
been sent to each co-operating state board and 
to the American Association of University In­
structors in Accounting.
Natural Business Year
The New York Journal of Commerce, in its 
issue of December 4th, carried an article re­
lating to the recent appointment of A. S. Fedde 
as chairman of the Institute’s committee on the 
natural business year, quoted below in part:
Conditions arising under the NRA make it ur­
gent that industries adopt a uniform fiscal year cor­
responding to the natural season of their operations, 
according to A. S. Fedde, whose appointment as, 
chairman of a committee on the natural business year 
was announced today by the American Institute of 
Accountants.
"The need for comparative statistics in the effort 
to co-ordinate industries working under codes has 
brought out the advantage of the uniform business 
year,” says Mr. Fedde. "The need for accuracy in 
the determination of cost has emphasized the ad­
vantage of a closing date which coincides with the 
end of the natural season, when inventories are at 
a low point and there is a temporary lull in opera­
tions, as opposed to the purely arbitrary date of De­
cember 31st.”
Mr. Fedde defines the natural business year as a 
twelve month period which closes at a time when the 
results of a year’s operations may be determined 
most accurately and with least inconvenience. 
Recommending it to all industries working under 
codes, he announces that his committee will make 
every effort to promote its wide adoption.
Northern Ohio Chapter
Recent developments in the monetary situ­
ation of the United States were discussed by 
Russell Weisman, associate editor of the 
Cleveland Plain Dealer, at the annual meeting 
of the Northern Ohio chapter of the American 
Institute of Accountants, held at the Cleve­
land chamber of commerce on November 22nd.
Officers for the coming year elected at this 
meeting are: George J. Lehman, president; 
Leonard Park, vice-president, and Lewis 
Wintermute secretary-treasurer. George Leh­
man, Leonard Park, C. L. Swearingen, Robert 
E. Warren and Lewis Wintermute were elected 
directors.
The Cleveland chapter of the Ohio Society 
of Certified Public Accountants attended in a 
body, substituting this meeting for its regular 
monthly meeting.
Miscellaneous Publications of the 
Institute
At the suggestion of a member of the Insti­
tute the following list of miscellaneous pam­
phlets and reports issued in recent years is 
printed for the information and convenience of 
members:
Accountancy is a career for educated men. Special 
committee for placements. 1927. 17p.
Accountants and the Securities Act. 1933.
American Institute of Accountants; facts and pur­
poses. 1933. 55p.
By-laws and rules of professional conduct. 1933. 
16p.
Circular of Information, Syllabus, Bibliography. 
Board of examiners. 1933. 12p.
Conduct of an accounting practice. From pro­
ceedings of the American Institute of Accountants. 
September 17 and 18, 1929. Oct. 25, 1929. 56p.
Corporate accounts and reports: a discussion of 
their significance and some suggestions for making 
them more valuable to investors. Submitted to the 
committee on stock list of the New York Stock Ex­
change by the special committee on cooperation with 
stock exchanges of the American Institute of Ac­
countants. 1933. 18p.
Draft of a model C.P.A. bill. Approved Decem­
ber, 1926. 6p.
Bureau of Public Affairs:
Crime Tendency. Letter Bulletin No. 2. Jan.
26, 1925. 15p.
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Credit Frauds. Letter Bulletin No. 3. May 
20, 1925. 31p.
Federal Arbitration. Letter Bulletin No. 5. 
Jan. 27, 1926. 16p.
Bankruptcy Problems. Letter Bulletin No. 6. 
July 16, 1926. 16p.
Interstate relationships in accountancy. October,
1930. 6p.
Partnership agreement. Library bulletin. 8p. No 
date.
Special report to the membership. April 20, 1933. 
u p .
Federal securities act: registration-statement form  
issued by the Federal trade commission. Reprinted. 
1933. 27p.
Reports of secretary, 1916-1926, 1926-27, 1930.
Special library bulletins, January, 1920, to Decem­
ber, 1929, inclusive.
Standard Bank Confirmation. 1933.
O u t  o f  P r i n t
Report of the special committee on cooperation 
with bankers (pro-forma statements). September 10, 
1923. 4p.
Bureau of Public Affairs:
The Relation of Arbitration to the Profession 
of Accountancy. Letter Bulletin No. 1. May
6, 1924. 7p.
Tax Simplification. Letter Bulletin No. 4. 
December, 1925. 12p.
College Courses in Accounting
The United States Department of the 
Interior, Office of Education, has published a 
pamphlet (Circular No. 94) entitled "Col­
legiate courses in accounting and business 
statistics” by J. O. Malott, specialist in com­
mercial education. The pamphlet consists of 
data on the location and name of institutions 
which have reported the existence of courses 
in accounting and business statistics in their 
curricula, the number of instructors in account­
ing, the number of courses in accounting and 
the number of students enrolled in accounting 
at each institution. The study indicates that 
436 colleges and universities offer one or more 
courses in business statistics; that 1,060 mem­
bers of the instructional staffs are assigned to 
these courses, and that 1,808 such courses are 
offered. There are 76,912 students, including 
duplicates, enrolled in these courses in the 312 
institutions that reportetd their enrolments.
The suggestion that the extent of liability 
imposed by the federal securities act upon ac­
countants certifying registration statements 
filed under its provisions might be limited by 
definition by the federal trade commission of 
what constitutes a 'true balance-sheet’ and a 
'true profit-and-loss statement’ was made by 
George O. May, of New York, speaking before 
the Illinois Society of Certified Public Account­
ants at Chicago on December 6th.
Stating that many accountants would hesitate 
to assume the liability entailed in certifying 
registration statements under the present status 
of the law, Mr. May offered his suggestion as 
an alternative to the amendment of the act it­
self, which he considered less likely. A ruling 
of this kind, he said, would tend to prevent the 
investing public from attaching undue signifi­
cance to accounts and would keep accountants 
from being unjustly penalized through over- 
technical interpretation of the provisions of the 
law.
The text of Mr. May’s address will be pub­
lished in full in an early issue of The Journal 
of Accountancy.
Audit of School Funds Recommended
A contention that independent audits would 
minimize mismanagement and misuse of school 
funds appears in a report by Fred F. Beach, re­
search worker at Teachers college, Columbia 
University, rendered in conjunction with a 
survey on the custody of school funds. Dr. 
Beach’s investigation disclosed that financial 
records of officers responsible for school funds 
are frequently inadequate, and since the finan­
cial accounts of many cities are not audited 
periodically it is difficult to detect irregularities 
in the management of school funds.
Appointments to New Jersey Board
George H. Kingsley and Joseph Thieberg 
have been appointed to the New Jersey state 
board of public accountants. Mr. Kingsley 
succeeds William H. Compton, who was presi­
dent of the board, and Mr. Thieberg succeeds 
William Surosky, who held the position of 
secretary.
Accountants’ Liability under
Securities Act
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Following is the text of a report of the 
Robert Morris Associates committee on cooper­
ation with public accountants, presented by 
Philip F. Gray, chairman, at the annual meet­
ing of the association held at Chicago, October 
23rd to 25th:
The past year has been an important one in the 
accounting profession, due to legislation which, 
directly and indirectly, will have notable effect on 
that profession. While such legislation is adopted 
mainly for the purpose of the protection of invest­
ments, by its character it also benefits credit grantors. 
In our opinion, the publicity given through such 
legislation to the general demand for more complete 
and accurate financial reports by corporations will 
assist the accountants to obtain more asignments 
covering a wider scope than heretofore. In fact, it 
would seem that accountants could hardly afford to 
accept narrowly confined engagements hereafter.
There appears at the moment to be some public 
demand for lightening a few of the restrictions in 
the securities act of 1933, but regardless of whether 
 the act is amended or not, certainly the accountants 
 and credit grantors cannot lose the benefit of the de­
mand created by the act for more complete reports.
In 1933, the state of Pennsylvania approved new 
corporation laws, section 318 of which reads as 
follows:
"Financial report to shareholders. Unless the by­
laws expressly provide otherwise, the directors of 
every business corporation shall cause to be sent to 
the shareholders, within ninety days after the close 
of its fiscal year, a financial report as of the closing 
date of the preceding fiscal year. Such report shall 
give a summary of the assets and liabilities of the 
corporation, the amount of dividends paid or de­
clared during the past year, the condition as to sur­
plus or deficit and how acquired or created, the num­
ber of shares issued and outstanding, together with 
any such particulars as are necessary to disclose the 
general nature of the liabilities and assets of the cor­
poration. The report shall also set forth a balance- 
sheet as of the closing date of the preceding fiscal 
or calendar year, together with a statement of in­
come and profit and loss for the year ended on that 
date.
"The statement of income and profit and loss shall 
be prepared in the form ordinarily used by account­
ants for the particular kind of business carried on 
by the corporation. Unless the by-laws expressely 
provide otherwise, all such reports shall be verified 
by a certified public accountant who is not a director 
or full-time employee of the corporation, or by a 
firm of practicing public accountants at least one 
member of which is a certified public accountant. 
The accountant or firm shall be elected by the share­
holders of the corporation.”
Cooperation with Bankers You will note the qualifying wording "unless the 
by-laws expressly provide otherwise,” so that the 
shareholders of the larger corporations could readily 
obtain the benefit of this section, while minority 
stockholders in closely held corporations possibly 
could not. In any event, legislation of this char­
acter is excellent for the accounting profession.
The Washington Review for October 16, 1933, 
published by the Chamber of Commerce of the United 
States, indicates a trend which is not considered so 
beneficial to the accounting profession. The item 
reads as follows:
"The accounting profession is watching the de­
velopment of codes with a great deal of interest. 
Particular attention is being given to the section per­
taining to requirements for accounting. In several 
of the codes recently approved, provision is made 
that the respective industries shall develop uniform 
accounting methods and which within a prescribed 
period, shall be submitted to the administrator for 
approval. After approval, these methods shall be 
introduced in individual plants.
"The accountants are questioning the wisdom of 
allowing the administrator this authority. The pro­
fession fears that many accounting functions will be 
taken over by government bureaus. They are op­
posed to this.”
This development should be watched with interest.
The following resolution, which was adopted at 
the thirty-eighth annual convention of the National 
Association of Credit Men at Milwaukee in June, 
1933, will be of interest to all of the Associates:
"Throughout the past several years the certified 
public accountants of the country have, through their 
various organizations, been striving earnestly to 
standardize and improve the services which they offer 
to the public.
"Because of our reliance as credit men upon ac­
curate and intelligent audits as a basis for credit 
analysis, we heartily endorse these efforts of the ac­
counting profession to improve and elevate the 
ethical and procedural standards of their work.
"In order that we may more intelligently and ac­
curately appraise the scope and significance of any 
audit submitted, we urge upon the certified public 
accountants a standardization in their certificates.
"Since the accountant is employed by the credit 
seeker, he feels primarily responsible to him and 
therefore not free to discuss with or reveal to the 
credit grantor information that would be of tremen­
dous value in the analysis of credit, except upon the 
expressed consent or request of his employer. W e  
therefore urge upon our members that in their re­
quests for audits or statements, there be embodied a 
request, if not a demand, that the accountant be in­
structed to confer with the credit grantor regarding 
the audit submitted. Such a practice would assist 
the accountant and enable him more fully to serve 
the credit fraternity.
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"Because of the dependency of credit men upon 
the full and free disclosures of accurate financial and 
related data, this convention urges upon its mem­
bers continued and increasing insistence upon the re­
quirement that the financial statement submitted by 
credit seekers bear the certificate of a certified public 
accountant and we especially urge cooperation with 
the accountants in seeking the elimination of un­
warranted restrictions in the scope of audits to the 
end that audits shall show the true condition of a 
business and may be properly interpreted.”
The plan for handling the committee’s work 
adopted last year, providing, first, that the member­
ship of the national committee should be enlarged 
so that more members could be in a position to 
handle local cases without referring them to the chair­
man, and second, that the secretary of the Associates 
handle the central records of the committee to which 
all cases should be reported for the benefit of the 
membership, has proved satisfactory.
Committee members have reported on the ac­
tivities in this work in various parts of the country 
during the past year, excerpts of which follow: 
"Since January 1, 1933, the Boston committee on 
cooperation with accountants has noted twenty errors 
in audits, most of which have been reported to our 
national secretary. Some are still in process of in­
vestigation and probably will be reported later. The 
principal faults noted have been:
"1. Including in accounts receivable, without no­
tation or comment, amounts not due for merchandise 
sales, or amounts due from affiliated companies.
"2. Failure to segregate and label properly money 
in closed banks.
"3. Books held open until after statement date 
with the result that liabilities were not shown cor­
rectly. In one case, the accountant noted this on the 
balance-sheet prepared for the commercial paper 
broker, but failed to do so on those prepared for the 
company’s banks of deposit. Some of these banks 
were entirely ignorant of the fact until it was dis­
covered by their seeing the statement put out by the 
broker.
"4. Improper handling of acceptance liabilities. 
These items are frequently reported without indicat­
ing that some of the merchandise is released under 
trust receipt by the issuing banker.
"5. Failure to include in the balance-sheet of a 
cotton mill a substantial amount due for machinery 
purchased under a long-time contract, and in another 
somewhat similar case, the balance-sheet of a shoe 
manufacturer failed to include merchandise and the 
liability therefor for leather purchased for the next 
season’s business. In both of these instances the 
facts were stated in the audit report, but the infor­
mation was placed so inconspicuously one almost 
needed a microscope to find it. The question of 
liabilities of this nature has been discussed publicly 
by our committee many times. It is a generally 
acknowledged fact that proper accounting principles 
require that such items be set forth in the balance- 
sheet. There seems little excuse for camouflaging
the balance-sheet by handling these items in any other 
way.
"6. Listing real estate at the value of the com­
pany’s equity, without any indication that there was 
a mortgage against the property.
"7. Failure to charge depreciation and accrued 
salaries and wages, by which process the figures in­
dicated a profit for the year. If the figures had been 
presented properly, they would have shown a sub­
stantial loss and greater liabilities.
"8. An ageing of receivables was found to be in­
correct and materially misleading. Upon inquiry, it 
was found that the accountants had accepted the com­
pany’s own ageing without a recheck.”
All these faulty audits have been discussed with 
the accountants concerned, either by members of 
your committee or by the accountant’s clients at your 
committee’s suggestion. In most instances, the in­
accurate reports were the result of carelessness, but 
in some cases there was unquestionable evidence of 
lack of knowledge or indifference as to correct ac­
counting standards. Accountants who prepared these 
reports are all members either of the American In­
stitute of Accountants or the Massachusetts Society 
of Certified Public Accountants, or both. When one 
considers the efforts of the committee of accountants 
and of our committee in trying to improve account­
ing standards, it is disappointing to find so many 
things to criticize in reports prepared in 1933. W e 
are confident, though, that the leading accountants 
are alive to the situation and are trying to prevent a 
recurrence of such work among their subordinates 
and others in their profession. Most of the account­
ants in our territory have shown genuine interest in 
the work of our committee and in its cooperation 
with their committee. Every effort has been made 
to work with us for improvement in accounting 
service.
W e have learned of several instances where ac­
countants have lost their clients because the account­
ants have insisted on reporting facts correctly, but 
we are glad to report that we know of a greater 
number of cases where poor or careless accounting 
has resulted in the selection of accountants of higher 
standards.
W e are glad to notice an increasing interest in 
the subject of accountants’ assuming the responsi­
bility for inventories. It seems to us the greatest 
opportunity for development of the value of account­
ants’ services to the banks is in this direction. It is 
evident that altogether too few accountants and 
bankers make an effort to persuade their customers 
to authorize an audit which will permit of such re­
sponsibility being taken. A number of instances have 
recently come to our attention, though, where this
10
Bulletin of American Institute of Accountants
responsibility has been assumed in a very definite 
manner. It is refreshing to see this, and it may be 
of interest to quote extracts from two such reports, 
namely:
"1. W e made substantial tests of the inventory 
by actual count of physical quantities amounting to 
approximately 50 per cent. of the total. Responsible 
officers of the company have certified to the quantity, 
condition and ownership of the merchandise, as well 
as the adequacy of the reserves for slow moving 
stock. In our opinion, the inventories are accurate­
ly priced on the following basis.
"2. The inventory was taken under our direct 
supervision. Members of our staff made tests of the 
physical quantities sufficient to indicate the sub­
stantial accuracy of the inventory as a whole. We 
verified the summarizing, pricing and extending of 
the inventory figures. In pricing inventories, con­
sideration was given to slow moving or obsolete 
stock. In determining inventory valuations, we col­
laborated with representatives of -----------------  Com­
pany, engineers and appraisers. The inventories at 
market June 30, 1933, show an approximate appre­
ciation of $169,000.”
Philadelphia reports as follows:
"During the past chapter year we have had two 
meetings with the accountants’ organization here, one 
a full chapter meeting and another with a special 
committee appointed by the local accountants’ chap­
ter. As a result of these meetings, it has been the 
general experience of our members that the account­
ants have given more thought to preparing statements 
in forms which would be acceptable to banks, and 
there has been a noticeable improvement from our 
standpoint in the reports submitted. Most of the 
accountants are anxious to cooperate with us, but 
there are still some instances in which they have not 
lived up to the ethics of the accountants’ organiza­
tion. Some specific cases reported are:
"1. A rather voluminous report was prepared, 
but not certified. The lending bank requested that 
the accountants certify the statement, which, how­
ever, they were unwilling to do in the form sub­
mitted. The bank reported that no credit would be 
extended unless a certified report was given. A new 
report was thereupon prepared and certified. How­
ever, the second report eliminated some $60,000 to 
$70,000 slow and doubtful accounts receivable which 
had been included in the original report as current.
"2. Certified statement included in the accounts 
receivable advances to salesmen, which upon investi­
gation were discovered to be over a year old and 
admitted by the management as of no value. The 
accounts so included amounted to almost 80 per 
cent. of the total of the accounts receivable shown.
"3. A bank received an accountant’s report with 
the following comments: 'Tests were made to de­
termine the general accuracy of the work, but no 
verifications were had with outside sources to de­
termine the correctness of the assets and liabilities.’ 
Upon investigation the lending bank discovered that 
the statement included real estate in the name of a 
person other than a partner; investments were carried
at cost without comment and represented an amount 
very nearly five times the actual market value at the 
statement date; customers’ notes had been discounted 
by the company and no comment was made about 
these notes; note receivable pledged as collateral for 
the company’s own indebtedness did not appear on 
the asset side nor did the statement show the secured 
liability. This case has been referred to the Penn­
sylvania Institute of Accountants, which has referred 
it to the examining board.
"4. In this case, a complete audit with proper 
certification was received. It later developed that 
there was indebtedness to another bank which had 
been owing for a long time, as well as indebtedness 
to individuals which did not appear on the audited 
statement. Both of these items had been entered on 
the books of the corporation as charges to the ac­
count of the principal owner. The accountant did 
not investigate these cases sufficiently and made an 
improper statement. When the accountant was 
shown that the corporation had given notes for its 
obligations, he admitted his laxity, his explanation 
being that he had relied too much upon the state­
ments of the principals and had taken their word 
without investigation because of his long standing 
acquaintance with them.”
Pittsburgh reports as follows:
"Locally, we have had three meetings with the 
accountants and have conducted them in form some­
what similar to other chapters; that is, a list of ques­
tions was given out in adavnce to the accountants, 
these questions having been prepared by our mem­
bers. The Pittsburgh chapter has been cooperative 
and works in close harmony with the local account­
ants. On numerous occasions, our members have at­
tended meetings of the accountants. There has been 
very close cooperation with the banks.”
From Baltimore we learn that:
"A joint committee of the Robert Morris Asso­
ciates and the Maryland Association of Certified Pub­
lic Accountants was formed by representatives of 
the respective associations so that there could be a 
closer relationship between the bankers and certified 
public accountants.
"Your committee held its first meeting on April 
9, 1932, and at that time Mr. Ernest E. Wooden was 
appointed chairman, and Mr. T. Leonard Reeder, sec­
retary. Since then, monthly meetings have been held 
and many questions of interest to both organizations 
have been discussed and analyzed.
"W e have discussed at length problems of the 
bankers and certified public accountants relative to 
the preparation of statements, so that the bankers can 
understand clearly the scope of the audit, and the ex­
act status of their client’s financial position.”
St. Louis reports the following:
"There is one matter that has recently come to our 
attention in connection with the custom followed by 
accountants in setting up reserve for slow and doubt­
ful receivables. Most generally, the accountant will 
show a reserve against the total of accounts and bills 
receivable. Particularly within the past year or so, 
the proportion of bills receivable has increased, and 
it is to be presumed that the percentage of losses
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would be greater with bills receivable than with ac­
counts receivable. It occurred to some of us here 
recently that the accountant’s report should suggest 
in some manner the proportion of the reserve which 
should be applied against notes receivable and which 
should be applied against accounts receivable.”
From Portland, Oregon, comes the following:
"The local banks cooperate to the fullest extent 
on all credit problems. There is no lack of interest 
in the committee work, and you can rest assured that 
there will be full cooperation from this city.”
Seattle states:
"Locally we have had one meeting with the com­
mittee representing the accountants, which was very 
satisfactory. The local accountants show every de­
sire to cooperate with us, and we have nothing of a 
critical nature to bring up in your report to be made 
this fall.”
Other centers having committees have reported 
satisfactory relations with accountants, with no par­
ticular cases to be especially noted.
The procedure in handling cases at the office of 
the associates in Lansdowne is as follows:
1. Receipt of criticism from member.
2. Accountant written to citing case but not iden­
tifying critic..
3. Report to member of accountant’s explanation.
4. If member is satisfied with above, then the 
case is closed. A record is made for future refer­
ence in case an inquiry on the same accountant comes 
from some other member.
This work is "member work” done by the office. 
It is member work because the office does not see re­
ports and can act only upon member complaint. The 
work by the office can be important in this field only 
if the members report faulty audits or commendatory 
experience.
L. A. Heath, of Charlotte, N. C., delivered 
an address on the "Relation of the new deal 
to industry” at a recent meeting of the Rotary 
club of Wadesboro, N. C.
M. F. Pixton, of Atlanta, has been appointed 
a member of the national affairs committee of 
the Atlanta chamber of commerce.
A. C. Woods, of St. Louis, has been ap­
pointed a member of the special corporation- 
franchise-tax committee of the St. Louis 
chamber of commerce.
William A. Wood has been made a director 
of the Federal Home Loan Bank in Pittsburgh.
In an article appearing in a recent issue of 
the Chicago Journal of Commerce, Elgin E. 
Narrin, speaking of the accountant’s role under 
the new philosophy of government control of 
industry, calls attention to the service rendered 
the public by the certified statement of the ac­
countant in the interpretation of technical 
financial data.
"Individually and collectively,” says Mr. 
Narrin, "public accountants have striven for 
years to improve the quality and quantity of 
information furnished to stockholders, bankers 
and the public generally by corporation man­
agement. By personal counsel and through 
public activity they have cooperated in an edu­
cational program to which credit must be as­
signed for much of the headway registered in 
this connection.
"O f course, a certification of technical com­
petency under the terms of a state law does not 
insure honesty. While the certified public ac­
countant’s function is broad and highly neces­
sary, it does not encompass all possible services 
to the investors. Conflicts in interest do develop 
which can not always be solved satisfactorily. 
And the insufficiency of certified audits or ex­
aminations cannot be accepted as other than 
they purport to be. Accountants are engaged 
to perform certain duties, with the scope and 
limitations of which they have endeavored to 
acquaint the public so that misunderstandings 
may not arise, and have attempted to provide 
a key to these limitations through the certifi­
cate which accompanies every such audit.
" If  in fact, readers of audits are unfamiliar 
with the fundamental understanding which will 
make them appreciative of these limitations and 
place them on their guard, no accountant’s 
certification law and no particular public ac­
countant’s efforts can adequately protect those 
readers.”
New Role of the Accountant
Eric A. Camman, New York, has been 
elected a member of the executive committee 
of the National Management Council.
Sidney S. Cohen, Cotton Belt building, St. 
Louis, has been made an NRA enforcement of­
ficer for Missouri by the national coat and 
suit authority.
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Accounting Records as Evidence
The following discussion on accounting 
records as evidence appeared in a recent bul­
letin published by the school of business of the 
University of Chicago.
"The rules of law relative to the admissibility of 
accounting records as evidence are in various stages 
of simplification among the individual state jurisdic­
tions of the country. Factors demanding such sim­
plification are these: (1 )  increasing interstate com­
merce; (2 )  the development of large and complex 
accounting systems; (3 )  the tremendous growth of 
machine accounting; and (4 ) the increasing imprac­
ticability of identifying at a subsequent date in­
dividual clerks who have recorded specific transac­
tions. In a study of this problem recently completed 
it was found that to date only one state has satis­
factorily solved the problem from the standpoint of 
the business concern. In this state, New York, a 
statute was enacted in 1928 making accounting 
records admissible as evidence without the necessity 
of calling as witnesses the clerks who had a part in 
keeping the records. In Massachusetts a statute 
which leaves the question of calling the clerks as 
witnesses to the discretion of the trial judge is in 
force. Although not as lenient as the New York 
statute, it is much more practical than the cumber­
some common-law rule. (Under the common law 
it is necessary for a business in litigation to produce 
as witnesses every clerk who has had any part in the 
handling of its accounting records, in order to make 
these records admissible as evidence). Illinois re­
quires only the testimony of a supervising officer, 
e. g., the head of the accounting department. The 
remaining states, while not perhaps having required 
all the persons connected with the transaction to 
take the stand and testify, have required, in addition 
to a supervising officer, one or two of the clerks 
more intimately connected with the transaction to 
testify as to the correctness of the entries.
“The trend in recent years has been toward a 
more liberal attitude on the part of the courts in 
receiving this type of evidence. (W atson v. Gard­
ner and others, 183 Minn. 233, 1931). A review 
of numerous cases shows that very few courts dis­
cuss with any degree of thoroughness the organiz­
ation of the accounting department of the modern 
business enterprise. It is probable that any improve­
ment must come through statutory enactment rather 
than through court decisions. So long as no statute 
is in force the extent to which verification will be 
required is a matter of conjecture.”
New York Utility Accounts
New uniform classifications of accounts for 
electric, gas, steam, omnibus and water-works 
corporations have been adopted by the public 
service commission of the state of New York. 
Although there are many points of difference 
between the new classifications and those in 
use in this state for the past several years, the 
principal changes may be summarized as fol­
lows:
(1) The companies operating in New 
York are required to follow the "straight- 
line” method of accounting for depreciation 
of property, whereas the old classifications 
permitted the practice of merely equalizing 
retirements of property. The new classifi­
cations state that each company shall de­
termine and file with the commission a veri­
fied statement showing composite annual 
percentage rates considered applicable to the 
book cost of each class of depreciable prop­
erty or subdivision thereof, which rates shall 
be based upon the estimated service values 
and service lives developed by a study of the 
company’s history and experience, the his­
tory and experience of other companies hav­
ing properties of a similar character, and 
such engineering and other information as 
may be available in respect of probable 
future conditions.
(2) Perpetual inventory records of all 
fixed properties are required. Such inven­
tory shall be arranged in conformity with 
the detailed fixed capital accounts prescribed 
in the classifications and shall show a com­
plete description of each unit of property 
and the cost thereof. The previous classifi­
cations prescribed that detailed fixed capital 
accounts be kept from the effective dates 
thereof, but did not require the companies to 
break down unclassified fixed capital ac­
counts at such dates nor did they require a 
perpetual inventory record by property units.
(3) Special accounts are provided in the 
new classifications for the recording of all 
amounts paid or payable to, or incurred on 
behalf of affiliated companies for or incident 
to management, purchasing, construction, ac­
counting, engineering and other services or 
expenses.
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The adoption of the "straight-line” method 
of accounting for depreciation appears to be the 
most serious problem presented to the utility 
companies by the new classifications. The im­
mediate establishment of a depreciation reserve 
balance on a "straight-line” basis might in 
many instances make serious inroads upon the 
net worth previously shown in financial state­
ments issued by the companies.
The commission has prescribed that the new 
classifications shall become effective January 1,
1934, with the exception that the provisions in 
respect of depreciation accounting and the per­
petual property records do not become effective 
until January 1, 1936.
Accounting Provisions of Codes
A compilation of accounting provisions of 
the thirty-one codes of fair competition ap­
proved under the N.I.R.A. prior to September 
30th has recently been published by the 
chamber of commerce of the United States.
The extracts quoted in the study illustrate 
the provisions adopted by various industries for 
dealing with selling goods below cost, require­
ments appertaining to methods of accounting, 
cost and financial reports and adjustment of 
contracts because of increased costs.
An analysis of the data shows that the codes 
of nineteen industries recommend or make 
specific requirement for the adoption of uni­
form cost accounting systems. Sixteen codes 
provide that goods be sold at not less than cost 
of production, or in some cases, at not less 
than "a reasonable cost”, to be determined by 
a system having the approval of the adminis­
trator.
Cost is defined in the codes of the men’s- 
clothing, the cast-iron-soil-pipe and the ship­
building and ship-repairing industries as being 
"the cost of direct labor plus the cost of 
materials plus an adequate amount of overhead, 
including an amount for the use of any plant 
facilities employed.” Codes for the fishing- 
tackle industry, the textile-bag industry and the 
underwear and allied products manufacturing 
industry provide that cost shall be defined by 
the committees of the industries subject to the 
approval of the administrator.
Codes for the cotton-textile, the men’s- 
clothing, the lace-manufacturing, the wool-tex- 
tile and the leather industries allow for the
adjustment of contracts made prior to adoption 
of the code to take care of increased cost of 
production resulting from adherence to code 
provisions.
No provisions regarding methods of account­
ing or selling below cost are contained in codes 
of the automobile, the iron and steel, the 
legitimate theatre, the rayon-weaving, the rayon 
and synthetic yarn producing, the photographic 
manufacturing, the leather, the artificial flowers 
and feathers, the transit and the linoleum and 
felt base industries.
Accounting for Farms
The keeping of accurate farm accounts will 
facilitate the government’s various agricultural 
adjustment programs and will be of distinct 
advantage to the farmer wishing to profit by 
the relief offered him, P. E. Johnston, farm 
management specialist of the college of agri­
culture, University of Illinois, is quoted as say­
ing in the Carthage, Ill., Gazette of November 
17th.
Mr. Johnston says that the popularity of the 
farm account book distributed by his depart­
ment is expected to be greater this coming year 
than ever before. Normally about 6,000 of 
these books are used in Illinois alone every 
year.
"Under the government’s wheat program,” 
Mr. Johnson said, "farm account records are 
being accepted as evidence of acreage and 
amounts of wheat produced during the base 
period of 1930, 1931 and 1932. Even where 
the records are not used as evidence they fur­
nish all the information that is necessary for 
farmers to fill out their application forms.
"Now that the corn and hog plan for 1934 
has been announced and plans for other com­
modities are under consideration, farm accounts 
are becoming still more valuable, and the 
farmer with such accounts at his disposal is in 
a highly favorable position.”
Minnesota Board
Following the recent resignation of Herman 
C. J. Peisch from the Minnesota state board 
of accountancy, Oscar C. Strand was ap­
pointed his successor.
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NOTES
Securities Act
Amendment of the securities act is a favorite topic 
of conversation among accountants. Most of them 
think that the purpose of the act is good but its 
stringent liability provisions discourage those who 
take greatest pride in their reputation for honesty 
and accuracy— that is, those who have most to lose.
Accounting firms which conducted numerous ex­
aminations for purposes of financing in 1928 and 
1929 have found from their records that even at the 
peak of the boom period this type of engagement 
constituted a relatively small part of their total prac­
tice— 10 per cent. is stated as a generous estimate. 
It has been pointed out that accounting engagements 
under the securities act, which imposes oh the ac­
countant much broader liability than that which the 
courts apply to other engagements, place in jeopardy 
the accountant’s entire practice, as well as his per­
sonal fortune. The risk seems so far out of pro­
portion to the benefits that in the minds of some 
accountants the act takes on the character of a puni­
tive measure.
An analysis of registration statements filed from 
the time the act went into effect up to and including 
November 9, 1933, shows that three hundred and 
eight registration statements were filed with the trade 
commission during the period. The names of 216 
accounting firms or individual accountants appear on 
certificates forming a part of these statements, of 
which 199 appear to be local firms as distinguished 
from so-called national firms. One hundred and 
eight of the registration statements contain certificates 
of firms one or more of whose partners is a member 
of the American Institute of Accountants. Two hun­
dred and forty-nine certificates are signed by certified 
public accountants (including Institute members), 5 
are signed by Canadian chartered accountants and 78 
certificates bear the names of accountants who appear 
to hold neither C. P. A. certificates nor membership 
in any accredited professional organization. Fifty- 
seven registration statements contained no account­
ants’ certificates, but that deficiency was to be re­
medied by amended statements. Thirty-seven states 
and 3 Canadian provinces are represented by the ac­
countants whose names appear on the registration 
statements under review.
An Ear to Washington
Five years ago a speaker at a meeting of account­
ants— that is, a speaker from without the profes­
sion— was likely to be a banker. Now the interest 
of accountants like that of many others, seems to be 
focused on Washington: Witness the names of 
authors of papers presented at recent meetings of 
accountants: A. A. Berle, Jr., James M. Landis, Mal­
colm Muir, Baldwin B. Bane.
Exchange Fluctuations
Expression of foreign exchange fluctuations in ac­
counts of American companies owning subsidiaries 
abroad was a technical accounting problem in 1931, 
when foreign currencies were falling in terms of 
dollars. Now it is again a problem, but for precise­
ly the opposite reason. The Institute’s special com­
mittee on accounting procedure, which prepared 
recommendations on this subject in December, 1931, 
is considering a supplementary report to meet cur­
rent conditions.
Getting Acquainted
Nine members of the Institute— all the members in 
Rochester, N. Y .— met at dinner November 24th, and 
some of them met for the first time, although none 
reckoned his length of residence in Rochester in units 
less than years— an illustration of the desirability of 
informal meetings of Institute members everywhere, 
as recommended by Edward E. Gore, past president 
and chairman of the special committee on develop­
ment of the Institute.
Accountant as Receiver
The Newark Evening News for November 15th 
reports that Theodore Krohn, member of the Ameri­
can Institute of Accountants, has acted as one of two 
receivers of a manufacturing company. In approv­
ing the financial report and account of the receivers 
the court is quoted as saying that the receivership 
was one of the best managed he had ever known and 
the report "a model” for other receivers. The credi­
tors approved the fees allowed. The report showed 
that the concern had been operated by the receivers 
at a net profit of $4,515.
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Education, et al vs. Legislation
At luncheon the other day, a New York corpo­
ration lawyer evinced interest in the subject of re­
strictive accountancy legislation. He asked whether 
accountancy practice was now wholly concentrated in 
the hands of certified public accountants. The re­
ply was, no—that was one reason why some certified 
public accountants desired restrictive legislation. 
Then, said the lawyer, the time was not ripe for re­
striction—the fact should be accomplished by edu­
cation and then only confirmed by legislation. That, 
he contended was the function of law, to express a 
condition already acceptable to the people. Reform 
by legislation he regarded as impracticable. He cited 
in support of his argument some obscure amendment 
to the constitution, now repealed, having to do with 
abolition of the liquor traffic.
Publicity
The publicity department of the Institute, in its 
desire to have some measure of the results of its 
activities, requests that members and associates for­
ward promptly to the New York office all press no­
tices mentioning the Institute which come to their 
attention. It would facilitate the work of this de­
partment if members planning public addresses would 
supply the publicity director with copies sufficiently 
in advance for release to newspapers as of the date 
delivered. The results of the publicity program up­
on which the Institute has entered have so far been 
encouraging, and if all members and associates co­
operate, the results should be gratifying.
One hundred and ninety-seven members are now 
serving the Institute as officers, members of council 
and members of committees. Forty-one states are 
represented in the list of  those who hold some official 
position in the organization.
J. L. C.
Lewi Gluick has been appointed senior ac­
countant in charge of the New York office of 
the federal surplus relief corporation.
Louis S. Goldberg, of Sioux City, Iowa, 
spoke on "Inflation and credit” at a meeting 
of the Sioux City Retail Association on N o­
vember 11th. Mr. Goldberg contributes a 
weekly article on accounting subjects to the 
Sioux City Reporter.
Corporate Audits and Investors
The following excerpt from an editorial in 
the Topeka, Kansas, Capital discusses among 
other things the place of independent audits 
among the factors of protection to investors:
"Making investment in securities safe for democ­
racy is one of the preoccupations of the New Deal, 
and Congress is co-operating with the administration 
in promoting it, through the banking bill, regulation 
of corporations and industries and such inquiries as 
that into private banking.
"The public itself has a part to play, and par­
ticularly the public as stockholders. Corporations 
have a vastly larger list of stockholders than 20 years 
ago, but at the same time the vast majority are 
"minority” holders, do not know what is going on, 
trust implicity to managements, until awakened by 
some catastrophe to their holdings, and appear to 
have no place in determining policies or financing 
operations. One of the objectives of a New Deal 
is to find a suitable place for the humble stock­
holder to function.
"Audits have come in for special study in this 
matter. They have usually been made by order of 
managements and to suit managers. Numerous in­
stances have come to light of audits that mislead and 
more numerous where important facts are concealed 
or not clearly disclosed. Stockholders generally 
make no disturbances over excessive salaries of ex­
ecutives so long as dividends are satisfactory, yet 
there is no lack of cases where dividends are satis­
factory, but are not warranted by conditions of the 
corporation, yet without knowledge of this salient 
fact by the stockholders.
"One or two general principles are suggested for a 
New Deal in corporation practice by the Chicago 
New s’ financial editor who has followed closely dis­
closures of faulty auditing. One suggestion is that 
the salary of any officer who is also a member of the 
board of directors, which votes the salary, whether 
he votes or not, should be stated plainly in the 
annual report.
"Another suggestion, of greater importance, is that 
the annual audit and report, 'whether made by em­
ployes or by certified accountants, if it is to be a real 
critique of management, should be prepared either 
by a board separate from the management, or if 
board and management are the same, by an accountant 
selected and compensated by the stockholders them­
selves, pro rata, at so many pennies per share.’ ”
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NEWS OF LOCAL SOCIETIES
California
Los A n g e le s  
The Los Angeles chapter of the California 
State Society of Certified Public Accountants 
has undertaken the responsibility of obtaining 
listings for the section of the forthcoming Los 
Angeles telephone directory to be headed "Cer­
tified Public Accountants”.
As in the case of previous issues, the chap­
ter is sending out applications for listings and 
disseminating information concerning the re­
quirements of the ethics committee of the state 
society with regard to the use of the title of 
certified public accountant.
San Francisco 
Eugene Bashore, secretary of the California 
group of the Investment Bankers Association 
of America, presented a paper on the "Appli­
cation of the securities act to the investment 
business” at the November meeting of the San 
Francisco chapter of the California Society. 
Judson E. Kreuger presided and B. W. Bours 
acted as secretary.
Massachusetts
Seymour L. Andrews, chief statistician of the 
American Telephone & Telegraph Company, 
was a speaker at the November meeting of the 
Massachuetts Society of Certified Public Ac­
countants, held November 27th at the Parker 
House, Boston. He told of recent develop­
ments in the banking field. George S. Clark­
son, president, presided.
Michigan
"If  half the energy expended on propaganda 
for amendments to the securities act were en­
listed in an effort to advise the commission in 
the wise exercise of its powers, the government 
and issuers, bankers, lawyers, accountants and 
other experts would be far nearer to a solution 
of their problems.”
This statement was made by Baldwin B. 
Bane, chief of the securities division of the 
federal trade commission, in the course of an 
address at the ninth annual Michigan account­
ing conference, held at Ann Arbor on Novem­
ber 17th. The conference was sponsored by
the Michigan Association of Certified Public 
Accountants, the Michigan Society of Public 
Accountants and the school of business admin­
istration of the University of Michigan.
Other addresses were made by Walter A. 
Staub, president of the New York State So­
ciety of Certified Public Accountants. Henry
C. Murphy, of the National Bank of Detroit, 
George P. Ellis, president of the American So­
ciety of Certified Public Accountants, I. Leo 
Sharfman, chairman of the economics depart­
ment of the University of Michigan, and Clare
E. Griffin, dean of the school of business ad­
ministration of the University of Michigan.
W e s t er n  M ichigan
L. D. Stafford, district representative of the 
American Appraisal Company of Detroit, ad­
dressed a meeting of the Western Michigan 
chapter of the Michigan Association on No­
vember 2nd, speaking on the "Present relation­
ship between fixed assets and federal taxes”.
Minnesota
A clearer definition of "costs” will be neces­
sary for the proper application of certain code 
provisions under the N.I.R.A., according to 
Earl Waldo, of Minneapolis, speaker at the 
annual meeting of the Minnesota Society of 
Certified Public Accountants on November 
28th.
The requirement in some cases that com­
modities shall not be sold at prices below cost 
of production gives rise to the necessity, he 
said. He called attention to other accounting 
concepts which need definition for the proper 
interpretation of code provisions. The 
speakers included A. G. Larson, J. A. Boulay 
and Pascha Goldberg, all of Minneapolis. The 
meeting was held at the Curtis hotel, Minne­
apolis, with Lyle W. Hines, president, pre­
siding.
Missouri
St . L ouis
"Highlights of the American Institute of A c­
countants convention at New Orleans” was the 
topic of an address by August J. Saxer at a 
meeting of the St. Louis chapter of the Mis­
souri Society of Certified Public Accountants
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on November 8th. William Mayors spoke on 
"Preparation for the certified public account­
ant’s examination”.
Montana
Plans to initiate an educational program to 
create an understanding among business men 
of the public accountant and his functions were 
adopted at a meeting of the Montana Society of 
Public Accountants on November 4th.
The meeting was held at Helena, with 
Maurice Peloubet, of New York, representing 
the American Institute of Accountants, and E. 
R. Sanford, professor of accounting at the Uni­
versity of Montana, as guests.
It was decided to prepare lists of accounting 
topics which might be used by members as sub­
jects of addresses at conventions and other 
gatherings within the state. The society plans 
to place speakers on programs and thereafter to 
publish the addresses in pamphlet form. The 
program will be financed by contributions from 
members and the firms of members.
Nebraska
Ellsworth L. Fulk, of Lincoln, spoke on 
municipal accounting at the November meet­
ing of the Nebraska Society of Certified Public 
Accountants, held at Lincoln on November 
17th.
New York
N e w  Y o r k
A joint session of the New York State So­
ciety of Certified Public Accountants and the 
New York Credit Men’s Association, the first 
meeting of the kind in the history of the two 
organizations, was held at the Biltmore hotel 
on December 11th. Problems relating to the 
business activities of credit men and public ac­
countants were discussed by representatives of 
each group.
R o c h est er
A Rochester chapter of the New York State 
Society of Certified Public Accountants, with 
Carl D. Thomy as president, was formed at a 
meeting on November 16th, at which Frederick
H. Hurdman, first vice-president of the state 
organization, presided.
Other officers elected are: Otto A. Shults, 
vice-president; Ralph S. Good, treasurer, and
Sanford G. Slocum, secretary. Mr. Hurdman 
stressed the importance of organizing for the 
purpose of establishing and maintaining a high 
standard of ethics among members of the pro­
fession and broadening knowledge of account­
ing principles.
North Carolina
The North Carolina Association of Certified 
Public Accountants is cooperating with 21 
other organizations in a movement to familiar­
ize citizens of North Carolina with the prin­
ciples of government. Groups of public 
officials have undertaken a program of govern­
mental education through the Institute of 
Government. They called upon all interested 
civic and professional groups to meet on De­
cember 12th to initiate the movement.
A s h e v ille
The Asheville club of the North Carolina 
Association of Certified Public Accountants 
was organized at a meeting held at the Battery 
Park hotel on November 25th. Other clubs 
have been or will be formed at Wilmington, 
Raleigh, Greensboro, Salisbury and Charlotte.
It is planned to form local clubs at each of 
the larger cities of the state. The objective is 
to bring the members into closer personal con­
tact through organization with each other and 
with the state association. A member of the 
state association will serve as chairman of each 
club.
William H. Zimmerman and Fred P. Ed­
wards were named vice-chairman and secretary 
of the Asheville club.
Ohio
C le v el a n d
The Cleveland chapter of the Ohio Society 
of Certified Public Accountants met on Octo­
ber 25th to elect officers for the coming year. 
They are: J. H. Sibbison, president; K. K. 
Morrison, vice-president, and Vernon J. 
Moore, secretary-treasurer. These and C. Her­
bert Cox and H. M. Cryer were elected 
directors.
Oklahoma
The new significance of the accountant’s 
certificate attached to prospectuses for the sale 
of securities was discussed by H. G. Hum­
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phreys, chief accountant of the Skelly Oil Com­
pany, at the annual meeting of the Tulsa So­
ciety of Certified Public Accountants at Tulsa 
on November 20th.
Mr. Humphreys declared that the old custom 
of putting a statement at the foot of a pros­
pectus to the effect that "W e cannot guarantee 
that the figures stated above are correct but they 
have been taken from a source which we be­
lieve to be authoritative” is not sufficient un­
der the new order of things.
George F. Winters, of Tulsa, was elected 
president of the society for the coming year. 
Other new officers are: Oscar Davis, of Okla­
homa City, treasurer; E. E. Parsons, of Tulsa, 
secretary; Tom Carey, of Oklahoma City; W.
F. Clausing, of Enid, and Ross T. Warner, of 
Tulsa, trustees.
Mr. Carey spoke on "1933 income tax legis­
lation in Oklahoma”, and Carl L. Rice, of 
Oklahoma City, made an address on "Com­
petitive bidding”.
O k l a h o m a  C it y
A recent decision of the supreme court of 
Oklahoma regarding the taxability of dividends 
paid out of earnings was the subject of dis­
cussion at a meeting of the Oklahoma City 
chapter of the Oklahoma society on November 
23rd. Reports were made on the state con­
vention at Tulsa.
Pennsylvania
H arrisburg
Adrian F. Sanderbeck, of Pittsburgh, presi­
dent of the Pennsylvania Institute of Certified 
Public Accountants, addressed members of the 
Harrisburgh chapter on November 24th. 
Charles E. Procasco, president of the local 
chapter, presided.
P h ila d e lph ia
The Philadelphia chapter of the Pennsyl­
vania Institute held its regular monthly meeting 
on November 15th at the Manufacturers and 
Bankers club. The principal speaker was E. 
Russel Shockley, deputy attorney-general of 
Pennsylvania, who interpreted clauses in the re­
cently enacted business code of the common­
wealth relating to the practice of accountancy.
Tennessee
The Tennessee Society of Certified Public 
Accountants met at Nashville on November 
3rd and 4th to elect officers for the ensuing 
year. The following were elected: M. O. 
Carter, of Memphis, president; C. B. Buffon, 
of Chattanooga, vice-president; Hilary H. Os­
borne, of Nashville, secretary, and Avis T. 
Hoobs, of Nashville, treasurer.
Wyoming
The Wyoming Society of Certified Public 
Accountants held its annual meeting at Chey­
enne on November 18th. Officers elected for 
the coming year are: W. B. Haselmire, presi­
dent; William Rogers, vice-president, and Ed­
monds Knittle, secretary-treasurer. Speakers at 
the banquet were Edmonds Knittle, Karl B. 
Axt and O. M. Cordle.
J. Hugh Jackson, dean of the graduate school 
of business, Stanford University, spoke at a 
meeting of the Palo Alto Kiwanis club on No­
vember 21st on "The business situation”. He 
was scheduled to speak at a meeting of the 
western division of the United States chamber 
of commerce at Sacramento, December 3rd, on 
the "Responsibility of western organizations”. 
Mr. Jackson is the author of an article on "The 
new deal in business education” appearing in 
the Stanford business school alumni bulletin 
for November.
Joseph J. Klein, of New York, has been ap­
pointed a member of the board of higher edu­
cation of the city of New York to serve for 
nine years.
Robert H. McNair, Jr., of Little Rock, Ark., 
was appointed on December 4th chief account­
ant for Arkansas under the civil works admin­
istration, making him the youngest federal 
chief accountant.
"Systematizing office records for physicians 
and dentists” was the subject of an address by 
J. H. Nance, of Dallas, Texas, on November 
14th, at a meeting of an organization of 
physicians’ and dentists’ secretaries.
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ANNOUNCEMENTS
George N. Descoteaux has announced the 
opening of an office for the practice of ac­
countancy at 10 High street, Boston.
Herbert E. Emmett and George O. Martz, 
of Emmett, Martz & Company, announce the 
opening of a branch office at Pottsville, Pa. 
The main office is at 522 Washington street, 
Reading, Pa.
Herrmann Herskowitz and William P. Hers- 
kowitz, of the copartnership of Herskowitz & 
Herskowitz, formerly at 225 Broadway, New 
York, announce the change of the firm name 
to Herwood & Herwood, and the removal of 
their offices to 521 Fifth avenue.
Over, Ormiston & Co., of Providence, R. I., 
announce the removal of their New York office 
to 171 Madison avenue, under the management 
of Arthur B. Bacon.
R. R. Richards, of Detroit, has re-entered the 
public accountancy field with offices in the In­
dustrial Bank building of that city.
M. P. Rosenthaler and Carden S. Shekell an­
nounce the formation of a partnership under 
the firm name of Rosenthaler & Shekell, with 
offices at 2263 National Bank building, De­
troit, to continue the practice formerly carried 
on under the name of Rosenthaler, Bernard & 
Co.
Announcement is made by Harry W. Wallis 
and Frank Tupper of the establishment of Wal­
lis, Tupper & Co., with offices at 311 Main 
street, Worcester, Mass.
The admission of George E. Wood to the 
firm of H. C. Northrop & Co., Charlotte, 
N. C., is announced.
Municipal finance and its control through 
accounts was discussed by A. J. Lynne, of 
Louisville, Ky., at the annual convention of 
the Kentucky Municipal League on November 
17th.
Reynold E. Blight, of Los Angeles, spoke 
at a luncheon of the Los Angeles B ’Nai B ’Rith 
on "Toleration” on November 22. On No­
vember 20th he spoke at the Redlands club, 
Redlands, California, on "Current trends”, and 
on November 25th at a women’s conference at 
Los Angeles on a topic of local civic interest. 
He was scheduled to make four addresses at 
civic clubs in early December.
Joel Hunter, Jr., of Atlanta, delivered an ad­
dress on "The county auditor” at a meeting of 
the Fulton county grand juror’s association, 
Paducah, Ky., on December 1st. Mr. Hunter 
served on the reception committee for the 
southeastern division meeting of the United 
States chamber of commerce at Atlanta, No­
vember 19th, 20th and 21st.
Willard J. Graham, assistant professor of 
economics at the University of Chicago, spoke 
on "Definitions of cost for price fixing in codes 
submitted under the N.R.A.” in an address on 
November 23rd over radio station KYW .
Upon his return to Cedar Rapids, Iowa, 
from a Caribbean cruise following the annual 
meeting of the American Institute of Account­
ants, at New Orleans, I. B. McGladrey spoke 
before several local organizations on the 
"American business empire in Caribbean 
countries”.
He addressed the High Twelve club on No­
vember 3rd and the Kiwanis club on Novem­
ber 11th, and contributed an interview on the 
same subject to the November 4th issue of the 
Cedar Rapids Gazette. On November 15, Mr. 
McGladrey spoke at Simpson College, Indian- 
ola, on the "Advantages of a general education 
to those entering the accounting profession”.
Thomas W. Byrnes, of New York, addressed 
the accounting seminar of Columbia Uni­
versity on October 31st on "New York stock- 
exchange practice”, and again on November 
14th on "The New York stock-exchange ques­
tionnaire”.
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October 20, 1933To Members and Associates of the 
American Institute of Accountants:
At the meeting of council of the American Institute of Accountants at New Orleans, Louisi­
ana, October 16, 1933, recommendations of the board of examiners for election of applicants 
were approved. Ten applicants for admission as members had passed oral examinations. Credit 
for having passed examinations acceptable to the Institute was accorded 42 applicants for admis­
sion as members and 7 applicants for admission as associates. Forty-eight applicants for ad­
mission as members and 8 as associates had passed the Institute’s examinations for a C. P. A. 
certificate in a cooperating state. The board recommended the advancement of 9 associates to 
membership.
For advancement to
Rudolph Bergman, New York 
Thomas West Branch, Atlanta, Ga.
Burnell H. De Vos, Los Angeles 
Malcolm M. Dienes, New Orleans 
Ray R. Dobson, New York
membership:
Marshall A. Granger, New York 
Benjamin Harrow, New York 
John J. Lang, St. Louis 
Edward S. Rittler, New Orleans
For admission as members:
Robert J. Allison, Davenport, Iowa 
J. Dozier P. Arnold, Birmingham, Ala.
William D. Avery, Duluth, Minn.
C. H. Aveyard, Boston
Carl A. Bader, Boston
George S. Bancroft, Wichita Falls, Texas
Otto Baumgartner, Chicago
Charles I. Belfint, Wilmington, Del.
F. Gordon Blackstone, New York 
Maurice L. Blanchard, Hartford, Conn.
Eugene G. Boutelle, Boston 
James B. Burleson, Dallas 
E. R. Burnett, Dallas 
Orville S. Carpenter, Dallas 
Alexander J. Chase, Boston 
Alexander A. Clark, New York 
William W . Condray, Lubbock, Texas 
John R. F. Cowan, St. Louis 
Donald E. Currier, Chicago 
Joseph Cushing, Springfield, Mass.
Norman W . Davidson, New York
H. Brooks Davies, Cleveland
Anthony B. Donlin, Chicago
Andrew S. Doyle, New York
Scott H. Dunham, San Francisco
John B. Dunne, New York
Charles E. Elberson, Winston-Salem, N. C.
William L. Esterberg, Boston
Earl F. Eversman, Cincinnati
E. J. Fjeld, New York
Edward C. Friedel, Chicago
Frank S. Glendening, Philadelphia
Elmer L. Glover, New York
William A. Gould, Chicago
Cecil L. Hall, Cincinnati
William E. Hammond, Albuquerque, N. M.
James R. Hanna, New York
Tom C. Hansen, Kansas City, Mo.
Edward O. Harper, Montgomery, Ala.
Harry K. Hill, Los Angeles 
Hughes C. Hopewell, Chicago 
Rodney B. Horton, Albuquerque, N. M.
Albert E. Hunter, Boston
Raymond P. Kaesshaefer, Milwaukee
Edwin Kalbfleish, St. Louis
Paul A. Kelson, Los Angeles
Max A. Kenyon, New York
Elmer G. Kumblad, Springfield, Mass.
Isadore H. Krekstein, Philadelphia 
Lewis J. Laventhol, Philadelphia
For admission
Robert T. Allen, New York 
Richard E. Buckley, Buffalo, N. Y.
Vernon B. Burgett, Kansas City, Mo.
Arthur L. Burton, Providence 
Ray A. Farley, San Francisco 
Joseph C. Fuller, Little Rock 
Andrew S. Halley, San Francisco 
Oscar R. Heppley, Salt Lake City
George C. Ludolph, Minneapolis 
Archie V. McDuffie, Little Rock 
Joseph R. Matson, Salt Lake City 
Bertram Miller, Jackson, Mississippi 
James E. Mitchell, Chicago 
Harold A. Mock, Boston 
Lawrence R. Moffett, Little Rock 
Francis E. Moore, Boston 
William C. Morgan, Boston 
John M. Neumayer, St. Louis 
Howard P. Nicholson, Syracuse 
Frank J. Pekar, New York 
Norman F. Phair, New York 
Aubrey F. Powell, Chicago 
Robert H. Prytherch, New York 
Joseph J. Pugh, Philadelphia 
Dick D. Quin, Jackson, Miss.
Roscoe L. Randall, San Francisco 
Seymour D. Rasmusson, Salt Lake City 
Robert L. Reamy, Baltimore 
Harold H. Reed. St. Louis 
Ambrose M. Reiter, Chicago 
James H. Richardson, Boston 
Goldsborough Robinson, Louisville, Ky. 
William H. S. Rogers, Boston 
Joseph D. Savant, Los Angeles 
Daniel M. Sheehan, St. Louis 
Loren J. Sherff, Chicago 
Abraham Silvertrust, Chicago 
Albert G. Simmonds, Baltimore 
Edward Simone, New York 
Noel R. Simpson, Los Angeles 
Sanford G. Slocum, Rochester, N. Y. 
Alexander J. Smith, St. Louis 
Samuel Solomon, Boston 
Ralph L. Stauffer, Philadelphia 
William E. Steidle, New York 
Charles A. Stewart, New York 
James V. Stewart, Little Rock 
Paul F. Swantee, Kansas City, Mo. 
George J. Thomas, St. Louis 
Eric P. Van, Seattle 
Ross T. Warner, Tulsa 
Victor F. Wieland, St. Louis 
John P. Williams, Chicago 
Lloyd A. Willing, New York 
Peter G. Wilson, Sioux City, Iowa 
Marion M. Winkler, New Orleans 
John H. Worman, Memphis, Tenn. 
Merle A. Yockey, Detroit
as associates:
Louis S. Madsen, Chicago 
A. Robert Nelson, Chicago 
Edward L. Nolte, Des Moines, Iowa 
Wayne E. Pollard, Rockford, Ill. 
Anthony L. Prely, New York 
Arthur W . Tinkham, New York 
George H. Wood, Pasadena, Calif.
These applicants do not become members (or associates) until declared elected by the presi­
dent. If protest is to be made against the election of any applicant on the list, it should reach 
the offices of the Institute before November 6, 1933.
JOHN L. CAREY, Secretary.
